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NOMINATION

THURSDAY, JANUARY 7, 1993

U.S. Senate,
Committee on Labor and Human Resources,

Washington^ DC.

The committee met, pursuant to notice, at 10:30 a.m., in room

SD-430, Senator Edwani M. Kennedy (chairman of the committee)

presiding. t> jj o-
Present: Senators Kennedy, Pell, Metzenbaum, Dodd, Simon,

Harkin, Mikulski, Bingaman, Wellstone, Wofford, Kassebaum,

Coats, Thurmond, and Durenberger.

Opening Statement of Senator Kennedy

The Chairman. We will come to order, please, and I would re-

quest our photographer friends to cooperate with us at this ex-

tremely important hearing that we are having this morning.

First of ^1, we want to welcome our new addition to this commit-

tee, a good friend to all of us in the Senate, Senator Harris Wofford

of Pennsylvania. We are delighted with his appointment to this

committee. As an educator and as the former head of the Penn-

sylvania Department of Labor and Industry under Governor Bob

Casey, he is someone who brings very special expertise to many of

the matters that we will be talking about this morning, particu-

larly with regard to training programs, moving people from welfare

to jobs; and also in the area of development of community service

programs. And as the country has moved closer toward dealing in

a serious way with health care reform issues. Senator Wofford has

glayed an indispensable role in helping us move in that direction.

all of us want to join in welcoming Harris Wofford who, I am
sure, will make a very important contribution to the committee.

This morning, for the benefit of the committee, I thought I would

first just outline the procedures we will be following for this hear-

ing. There are a number of other confirmation hearings which are

also taking place this morning, which some of the members of this

committee are involved in ana would like to be able to attend. So

with the agreement of the ranking minority member. Senator

Kassebaum, the way that we will proceed is that after a very brief

introduction of the nominee, we will go directly to mv friend and

colleague, from Massachusetts, Senator Kerry, who will present the

nominee.
Then we will invite the nominee to introduce the members of his

family who are here and to make his presentation, and we will

then go to questions, with 10-minute rounds. We invite those of our

colleagues on the committee who have opening statements to uti-

(1)



lize their time for questions to make their opening remarks and to

ask questions. We will continue the rotation as long as is necessary
to permit the members to inquire of the nominee of his positions

on various issues, and members will also have an opportimity to

submit any additional questions they might have of the nominee to

be responded to in written form.

We want to take as much time as is necessary to meet our re-

sponsibilities and obligations, but we are also mindful that the

President-elect is also having an important conference on economic
policy issues, and Mr, Reich is a member of that particular council.

By proceeding this way, I think we can utilize our time most effec-

tively. So wiui that understanding, we will move ahead in terms
of this proceeding.

First of all, I would Hke to express a very warm welcome to Mr.
Reich to our committee. He is no stranger to issues we deal with

on this committee and to the enormous challenges that we are fac-

ing in our country. I myself have had the opportunity on a number
of occasions, both as a member of this committee and in private

meetings, to hear him speak on matters of importance to working
men and women.

I particularly remember a presentation he made in 1991 at a
hearing held at a union hall in Boston, MA, where he talked about
the impact of the recession on working families in that State. He
made a presentation that not only was eloquent in terms of its in-

tellectual content, but also demonstrated a sense of compassion and
commitment to working men and women which was extremely
moving. He brings those very special qualities to this position.

I think all of us are aware that President-elect Clinton relied

heavily upon his insights and his views about issues affecting

working people during the course of the campaign. The President-

elect is pledged to "put people first" had resonance, I know, across

my State of Massachusetts as well as across the country. And over

the course of his distinguished career, Mr. Reich has put people

first.

I think Mr. Reich is a man of cKange. He understands the impor-
tance of economic policy in ensuring jobs—good jobs, well-paying

jobs, safe jobs—and making available training programs for j)eople

of this country, and I know he will move us forward in a dynamic
way to meet the challenges we face in the modem competitive

world.
[The prepared statement of Senator Kennedy follows:]

Prepared Statement of Senator Kennedy

During the 1992 campaign, President-elect Clinton ran on a pro-
- gram of "putting people first." This is good social policy, and sound
economics. Policies to help America's working men and women are

essential to create jobs, raise the standard of hving, and help

America compete successfully in world markets.
President-elect Clinton's vision of economic growth and prosper-

ity depends on a well-trained work force, involving a new relation-

ship with business and government. For too long, we have ignored
the needs of working men and women. We have paid a high price

in slow economic growth, endless recession, a declining standard of



living, a lack of good jobs, and a loss of competitive advantage to

other nations.

With the nomination of Robert Reich to be Secretary of Labor,

President-elect Clinton has shown that he intends to make human
capital an important part of a new national economic policy. Tve

known Bob Reich for many years, and he is one of the Nation's

most thoughtful and eloquent advocates for economic policies that

put people first.

He understands, and has helped America understand, that in-

vestment in human capital is essential if we are to succeed in glob-

al economic competition. He has proclaimed this message in his

teachings at Harvard, in his impressive and extensive writings on

public pohcy, and in his tireless advocacy and participation -in na-

tional debate.
He understands that successful long-term economic policy has to

mean a rising standard of living for working men and women, not

just rising profits for business. Without high productivity, high-

wage jobs for "fi-ontline" workers, families will not have the in-

comes to buy cars and houses, or raise their children. And if fami-

lies don't have a rising standard of living, then companies won't in-

vest in new plants and equipment, or in research and development.

So "putting people first" is sensible economic policy. With Bob
Reich as Secretary, the Department of Labor will play a leading

role in advancing new ideas—such as a world-class job training

system that helps all workers, greater labor-management coopera-

tion, and a fair and level playing field for workers to exercise the

basic right to join a union, and more attention to the vast number
of young men and women who do not go on to college—the so-called

"forgotten hair of our youth, who will be the backbone of tomor-

row's economy.
Other countries understand this. They have already put such

policies in place. But for over a decade, America has been held cap-

tive to an outdated economic pohcy that promised prosperity for ^1
by rewarding only the wealthy. That approach has failed, and it is

time for a change.
Bob Reich has been a tireless advocate of a more creative and

more effective economic pohcy. He has testified before many Con-

gressional committees, including a hearing by this committee in

Massachusetts in 1990. His testimony there made a great impres-

sion. He spoke eloquently about the recession that was taking

hold—about its impact on families, businesses, and the economy.

He also warned about the long-term crisis in America's standard of

living, because of our unconscionable neglect ofhuman capital.

Bob Reich has the rare combination of vision and common sense

that our economy needs. He will be an outstanding Secretary of

Labor. I am deUghted with his nomination, and with the oppor-

tunity that all of us on this committee will now have to work with

him, to learn from him, and to help move this country forward

again.
The Chairman. So with those brief words, we want to welcome

you, Mr. Reich, and we would ask you at this time if you would
be good enough to introduce a very special person who is herself

one of our very distinguished academicians in Massachusetts in the



field of law. I would ask you if you would present her, and then

I would call on my friend and colleague, Senator Kerry.

Mr. Reich. Thank you, Mr. Chairman. I am privileged to intro-

duce my wife, Clare Dalton, a professor at Northeastern Law
School, who is as committed as I am to these issues. She has dis-

tinguished herself in her career. Her special interest Ues in dealing

with the problems of families and battered women, child abuse,

family abuse. Clare has started a clinic recently in Massachusetts

you may know of, Senator, a legal clinic dealing with precisely

those issues, in addition to her regular work.

Our boys, Adam and Sam, unfortunately are not here today.

They are back in Cambridge, I hope at school rather than watching

this proceeding. But I wish they could be here as well. They will

probably see a tape. [Laughter.]

Thank you.
The Chairman. Thank you very much.
Senator Kerry.

STATEMENT OF HON. JOHN KERRY, A U.S. SENATOR FROM
THE STATE OF MASSACETUSETTS

Senator Kerry. Mr. Chairman, thank you very much. It is a
great privilege for me to be able to be here this morning to intro-

duce my friend, Bob Reich, and I appreciate the committee's indul-

gence in allowing me to do so.

I am also privileged to be able to present to you the President-

elect's choice for Secretary of Labor, a man who truly meets, I

think, Mr. Clinton's desire for a Cabinet that accurately reflects

America. You could not, after all, find a more average former

Rhodes scholar teaching today at Harvard Law School.

You could not find a more appropriate starting place for a man
to learn compassion or to appreciate the aspirations of working

people than Bob Reich found on his first real job in the workplace

when he worked under the kindly guidance of Robert Bork.

You could not find a more typical American appearing regularly

on PBS and radio, with the possible exception of Senator Simpson's

friend, Nina Totenberg.
And I think, ladies and gentlemen, that you could not find a

home town more reputed across America to represent America or

to be tiie heartland than Cambridge, MA. So I would say that in

every respect Bob Reich brings the diversity that President Clinton

promised.
Bob Reich, I would say to the members of this committee—and

I say this with deference to all other choices—but I think he is cer-

tainly one of the most inspired choices that President Clinton has
" made for his Cabinet. Why? Because, Mr. Chairman, as all of us

know, the work force and the marketplace have imdergone extraor-

dinary changes over the course of the last years. And I think it is

fair to say mat what is most important to this committee and to

the concerns of this committee and the Department which Bob has

been chosen to lead and most important, to the working men and
women of America in 1993, is that we have leadership that under-

stands the extraordinary forces that have been unleashed across

the globe.



Bob Reich is known throughout this country, and even in other

countries, as somebody who does understand those forces. He has

helped to define those forces. There is probably no one, or at least

certainly very few people in this country, who understand those

forces better and who have been more passionate advocates for how
they will affect the American working man and woman.
There is no one, I think, who has proven over the course of the

last 20 years or more that he has a greater personal concern for

working people and for their plight today, for the diminishment of

the purchasing power, how to respond to the fear and anxiety that

most American workers feel about their future.

I believe that Bob Reich's nomination also reflects that the new
administration is coming to office committed to follow up on the

promises made during the course of the campaign, on promises for

real economic change. I think it is proof-positive that President

Clinton will live up to the statements of Candidate Clinton when
he talks about a party that is offering change, as well as a nation

that needs change, and that he will find leaders who know how to

propose that change.
I beUeve that Bob Reich will bring to the Department of Labor

a new strat^y for investing in our work force and, most impor-

tantly, in all of our people.

As we all know, Bob is an old friend of Bill Clinton's. He is one

of the President-elect's closest advisers. Therefore, his selection

necessarily and importantly elevates the Department in impor-

tance, and I believe assures the working families of America that

they will have the ear of the President
As you know, Mr. Chairman, and as many who have followed his

writings know, Bob's focus since at least the IBTCys has been his

concern for the issues affecting working people. In the late 1970's,

he initiated the debate in this country over the problem of the de-

creasing rates of U.S. productivity growth. In the early 1980's, it

was he who argued that a shift was occurring from high-volume

standardized production on which assembly Imes could turn out

identical goods to the flexible systems of production in which, in his

words, "smaller batches or more specialized, higher-value product

goods that are precision-engineered, that are custom-tailored to

serve individual markets, or that embody rapidly changing tech-

nologies." And, Mr. Chairman, you well know tjiat we in Massachu-

setts know about these workplaces of the future; and like people all

across the Nation, we want to create more of them since it is these

workplaces that offer workers the greatest opportunity of higher

wages and the greatest opportunity for growth in the marketplace.

We also ^inderstand why Bob Reich says that as a result of this

change in the nature of production, America's future now depends

on the skill of our work force. So I believe that those things liiat

he brought to America as ideas challenging the norm are now tru-

isms, accepted as the reality of the emerging global economy.

Therefore, I think that we are fortunate to have somebody assum-

ing responsibility not in the traditional sense for the Department
of Labor as we have known it, but perhaps more creatively for all

of the concerns of the American work force and for the changes

that it is undergoing.



As I think everyone knows, Bob's ideas formed the foundation of

Bill Clinton's economic approach in the campaign, and the whole
concept of putting people first is something that really came from
his initiative, from his creativity, and from his leadership.

I think, therefore, Mr. Chairman, that the country is lucky to

have somebody of his quality and of his energy coming to this par-
ticular job at a time when the American worker is looking more
than ever for leadership. And I am dehghted to commend him for

rapid confirmation to my colleagues in the Senate.
The Chairman. Thank you very much, John. We would invite

you to stay with us, or if you have other appointments, we under-
stand that.

Senator Kerry. Thank you, Mr. Chairman.
The Chairman. Mr. Reich, we would be glad to hear from you.

STATEMENT OF ROBERT B. REICH, SECRETARY OF LABOR-
DESIGNATE

Mr. Reich. Thank you, Mr. Chairman.
First, I want to thank Senator Kerry for his warm introduction.

We have been friends and neighbors for years, and I am a great
admirer of him and his commitment to these issues, the issues of

the work force. I look forward to working with him in many re-

spects.

My congratulations also to Senator Kassebaum who has just be-

come ranking minority member of this committee. I look forward
to working with you, if confirmed.

I can't proceed without acknowledging another firiend. Senator
Edward Kennedy has based his distinguished career upon a com-
mitment to these very issues: health care, the American worker.
My senior Senator from Massachusetts is a man who not only
brings an intellectual commitment to these issues, but also an emo-
tional one. This guy cares. And, Mr. Chairman, it is a great privi-

lege to be here.

I want to thank each and every member of this committee for the

courtesies you have all extended to me, not the least of which is

your willingness to schedule this hearing at an early date. If con-

firmed, it is going to be a privilege to work with every one of you.

Mr, Chairman, members of the committee, I am deeply honored
to have been asked by President-elect Clinton to serve as America's

22nd Secretary of Labor. I have known the President-elect for

many years, and I know of his deep commitment to the issues on
which this committee has taken a leadership role in the years—^the

education, the training, the working conditions, the hving stand-

ards of average Americans, of Americans on the front line of our
work force.

These issues, I don't have to tell you, lie at the very, very heart
of our economy and society. In the emerging global system of pro-

duction, I think it is fair to say that the American work force is

coming to be the American economy. That is the way you begin to

define the American economy in terms of the skills and capacities

of the people who are here, .Ajnericans Hving here.

Now, I know that this committee is concerned about employment
levels, and unemployment, which are distressingly high even at

this level of a so-called recovery. The official unemployment figures



mask an ever larger problem having to do with people who are too

discouraged to look for work or who are working part-time who
would rather be working full-time.

If confirmed, I will work as a member of the President's National

Economic Council to help design macroeconomic policies which put

Americans back to work as quickly as possible.

But behind the business cycle, behind the capacities of fiscal and

monetary poUcy, Ues another deeper problem that doesn't receive

all that much attention in the press very often, but it is felt by

Americans, and that has to do with the quality of the jobs they

have. Americans, many of them, are going to get jobs back at the

end of this recession. But the question is: What kind of jobs? Are

they going to get jobs that are as good as the jobs they had before?

Many of them aren't. They are going to get working conditions not

quite as good.
This is particularly true of Americans without four-year college

degrees. This is a long-term trend that is concerning to all of us.

If confirmed as Secret^ of Labor, I am determined to help reverse

this trend.

The American economy is putting an ever greater premium on

education and skills. You can see it. The knowledge content of most

goods and services is increasing, and so that the gap between the

skilled and the unskilled, the four-year college education and the

noncoUege-educated is growing. That gap is growing very, very

quickly.
Unskilled and untrained Americans are losing out. If not compet-

ing with low-wage workers abroad, they increasingly are competing

with new technologies here at home which are rapidly replacing

routine work of all kinds.

Mr. Chairman and members of the committee, if you confirm me,

I will ensure that the Department of Labor is the Department of

the American work force. The overarching goal is not only more

jobs for our citizens, but higher-wage jobs, jobs that foster higher

living standards, and also organizations, organizations of work

which create opportunities for people. Training is not enou^. You
have got to make sure that there are really jobs there at the end

of the training.

The specific goals which I set for the Department and will set for

the Department reflect tiiese broad objectives:

First, provide a path to good jobs for the 75 percent of our young

people who do not complete 4 years of college and whose real wages

nave been declining.

The second goal is to help workers who have been permanently

displaced, who have permanently lost their jobs, to get new ones

that pay at least as well. As you all know, we have a tremendous

problem with displaced workers. This last recession was notable be-

cause much of the unemployment came not because of cyclical un-

employment, those jobs we used to have that will be coming back.

Remember, when we had imemployment, it was a business cycle

phenomenon. What we find now, because of a whole variety of

structured reasons—^technology, international trade, military cut-

backs—many of tiiose jobs are never coming back. The displaced

worker is becoming a key issue, a key problem for our society in

all respects.



8

Third, publicly supported job training alone will not create good
jobs. The third goal is to foster business organizations which create

career ladders toward high-wage jobs, even for those without uni-

versity degrees. Otherwise, that wage and benefit gap is going to

continue to widen.
The fourth and final goal is to foster the creation of good jobs

which are good not only because they pay well, but because they
also provide a good work environment—hieh-performance work or-

ganizations, corporations in this society that are doing well, that
are on die vanguard of the corporate fi"ontier, are family-firiendly

to all their employees, responsive to the growing needs of single

parents and two-mcome families, while offering parental leave,

child care, elder care. They do not discriminate on the basis of race

or gender or disability. They provide all their employees with safe

and healthy work environments, and they ensure that all their em-
ployees have adequate incomes when they retire.

America's leading businesses need no coaxing. They understand
the importance of their human resources. They regard their work-
ers as their primary assets. But I worry that many American busi-

nesses don't yet see the hght. They are not at this place yet.

If the American work force as a whole is to enjoy a hi^er stand-

ard of living in the future, if America is to be competitive in the

world economy, Grovemment must stand ready to encourage the
private sector as a whole to treat their work force as their most
precious asset.

How do you encourage the private sector? I am not yet sure pre-

cisely the best combination of carrots and sticks and education and
outreach. Business must be ready to collaborate, to become a true

partner. Labor has to join the partnership. Human resource profes-

sionals, technical schools, vocational schools, community colleges

are also going to have to be in the mix. We need them.
The States—^as Senator Wofford knows, the States are doing

some extraordinarily important things in the area of training and
development. Senator, you were right there on the front line of

workplace development in your State. I want to work with the

States.
And we are going to also, if I am confirmed, work with other de-

partments. This isn't just a Department of Labor matter. It also is

Department of Education, Department of Defense, Department of

Commerce. I have had preliminary discussions with other des-

ignees, Cabinet designees, and we have already established a good
working relationship and ongoing collaboration on these issues.

I also, of course, if I am confirmed, look forward to working with
all of you, with your colleagues in the Senate and also with mem-
bers of the House on these issues.

Mr. Chairman, members of the committee, both my parents

worked. They worked hard. They worked 6 days a week. They
owned a small business. They had two little clotning shops. They
were basically all the workers and all the managers, the two of

them. My Dad, I remember, on Sundays he would come home, and
he would spend part of his Sundays working on the books, the ac-

counts receivable, the inventories. It wasn't an easy way to make
a living. They did it. They were the workers. They were the man-
agers. And over the dining room table in the evening, I saw work-



er-management relationships at their best—and occasionally at
their worst.
But through that experience growing up, I can tell vou I devel-

oped a keen appreciation of the needs and the plight of small busi-
ness. I am particularly sensitive to that. I remember Dad complain-
ing about Government paperwork. But I will tell you something:
"When a flood flooded out one of his two little shops in a big hurri-
cane and we were almost finished, he came to the Government, got
a loan, a low-interest loan. It put him back on his feet, ana we
were, as a family, back running. The business was saved.

If I am confirmed as Secretary of Labor, I will dedicate myself
to the well-being of all Americans who work, who want to work,
who must work. It will be truly the Department of the American
Work Force, a center of America's strategy for economic growth.
Thank you.
The Chairman. Thank you very much, Mr. Reich.
[The prepared statement and biographical sketch of Mr. Reich

may be found in additional material.]
The Chairman. I want to now recognize Senator Thurmond, who

is the ranking member of the Armed Services Committee—which
is holding its own hearing right now with Mr. Aspin—for very brief
comments.

Opening Statement of Senator Thurmond

Senator Thurmond. Thank you very much, Mr. Chairman. I will

just take a minute-and-a-half.
Mr. Chairman, it is a pleasure to be here this morning, and I

want to join the chairman and the members of the committee on
Labor and Human Resources in extending a warm welcome to Sec-
retary nominee Robert Reich. Mr. Reich has a long and distin-

guished career in Government and education. He has earned de-

grees fi:x)m Dartmouth College, Oxford University, and Yale Law
School. He was also a Rhodes scholar. He is currently a lecturer
on public service at the John F. Kennedy School of Government.
Mr. Chairman, the Secretary of Labor has the responsibiUty to

organize the Department of Labor so that it will revitalize and
strengthen our work force. The Secretary must create an atmos-
phere that will promote the creation of more permanent jobs. He
must assist dislocated workers and promote competition.
As a Nation, we must promote and harness the productivity of

the American worker. We must assure small and lar^e businesses
that we will be careful to implement regulations which foster job
growth and productivity. And I think that is very important.
Mr. Reich, it is a pleasure to have you here today.
Thank you, Mr. Chairman. At this time I must leave to attend

the nomination proceedings in the Senate Armed Services Commit-
tee. I appreciate your courtesy.
The Chairman. Thank you very much.
I will ask the staff to watch the time and limit us to 10-minute

rounds.
It is evident from your eloquent statement, and particularly the

concluding remarks of your presentation, that you really intend to

make the Labor Department the spokesman for the interests of
working men and women, and that is most welcome. There are
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many of us who have felt in recent years that the Department has

been more interested in business interests, and depending on busi-

ness interests to look after the interests of workers than putting

the interest of working men and women right at the forefront of

the country's agenda.
In this round, I just have two areas that I would like to cover,

and then I will come back to others.

This morning we heard that the size of the deficit projected over

the next four to 5 years is $1 trilhon more than was anticipated.

There is a debate taking place as to what kind of stimulus package

is going to be presented, with the idea that the stimulus package

would be a job-creating package.
We know that there are meetings later today which you will be

a part of and that the President is going to be making a judgment
and decision on this question. But as we look at, one, the size of

the deficit, and, two, the countervailing view that investing in the

country at the present time may be a key factor and force in deal-

ing with the deficit over the long term in terms of stimulating

growth over the period of the next few years.

Given the recent information about the size of the deficit—even

without the new unemployment figures which we anticipate tomor-

row—could you let us know what your own thinking is on the di-

chotomy between investing now to ensure further economic growth

versus reducing the size of the deficit immediately and the view

that because of the deficit that we should not be talking about a
stimulus package at the present time?

Mr. Reich. Well, Senator, I can say that President-elect Clinton

emphasized during the campaign, and still emphasizes very, very

strongly, two goals that are not necessarily incompatible, and they

have to do with the fiiture well-being of our country and our citi-

zens, our children. No. 1 is to invest in our future, publicly and pri-

vately, induce private investment but also to make sure that we
have adequate public investment in education and training and in-

frastructure. But the other goal is to get that deficit under control.

The President-elect and his economic advisers have been meeting

on this. I feel constrained. I am not at liberty to talk precisely

about where he is on this. Obviously he is the chief economic policy

maker in this coming administration. He has made that veiy clear.

The Chairman. I understand, and we are not askmg really what
advice you are giving, but just about your own thinking about what
an investment strategy means in terms of job creation and how we
ought to generally look at the question, even with the newer fig-

ures in terms of the deficit.

Mr. Reich. I don't think the newer figures change the goal over-

all. Senator, and that goal, again, is both deficit reduction, but it

is also investment in the future.

I looked back over the past Federal budgets. In fact, I did a cal-

culation recently, and I checked the calculation against a calcula-

tion that tiie Office of Management and Budget did and discovered

that only alx>ut 9 percent of the Federal buaget went to anything

that any of us might consider to be investments; that is, expendi-

tures which truly build the future productive capacities of the coun-

try, whether they be education or training or research, develop-
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ment, infrastructure. Only 9 percent of the Federal budget is now
going to investment.
We have got to increase that. Other countries are investing far

more than we are.

The Chairman. So your belief is that even with the size of the

deficit we can have an investment strategy which, in the long-term,

is not only going to produce jobs but alsolead to a reduction in the

deficit over a longer period of time?
Mr. Reich. Yes, Senator. My firm belief is that that investment

strategy produces jobs. It produces better jobs. Again, I emphasized
in my opening statement that what we need is not only more jobs,

but we need jobs that are better jobs, particularly for our firont-Une

workers, our nonuniversity-degree workers who are now on a
downward escalator; and that these investments also pay off. We
know they pay off in the long-term in terms of economic growth.

The Chairman. Well, this is the second issue which you ref-

erenced in your opening remarks. That is, what is necessary to

make sure that our front-line workers are well trained, that they

are able to work under safe working conditions, that they are able

to continue to acquire the kinds of skills which are necessary in

terms of the international competitiveness as well as the competi-

tive climate that we are facing here in our own country? And can

you elaborate on what ideas you do have that you hope will be able

to be achieved or accomplished to try and move us in a more seri-

ous way toward increasing tJtie number of jobs? That, I think, is

what every family is lookmg for an answer to in terms of these

hearings.
You know in my own region of the country. New England, we

have 8.6 percent unemployment, and we have lost 30 percent of our

jobs in that particular region of the country. Families in New Eng-
land are really looking to you today and wondering what sense of

hope they should have that, perhaps not tomorrow or the next day
but very soon, there will be jobs available for their family members
and that those jobs will offer an opportunity for progress for them-
selves and their famihes and will provide decent pay and opj^or-

tunity for advancement, and that tney will be able to acquire the

skills necessary to keep up with the competition that is taking

place in terms of the international economy.
Can you briefly let us know what you think might be done in

terms of creating those jobs?

Mr. Reich. Mr. Chairman, this committee has taken the lead on

much of the thinking on this. I look forward to working with you.

The draft that I saw of the High Skills, High Wages draft, which

you and other members of the committee have come up with before,

strikes me as an excellent starting place for pushing forward with

these issues.

Again, it is a complex of issues having to do with not only train-

ing, dislocation, but also ensuring that when people are trained

there are really jobs out there.

We talk a lot about training, but there is nothing worse than
being trained £ind then not havmg a job at the end of your training.

So the work force and the business community have got to be allies

in the future of our work force and the future of our training com-

mitments.
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But, again, I look forward to working with you and other mem-
bers of the committee on these issues.

The Chairman. My time will expire. I think that this is probably

a good point of departure—^the notion of a real working partnership

between the public and private sectors. I think our principal com-

petitors in otiier parts of the world, which ironically in many re-

spects are much more ideologically divided than we have been,

have understood the need for such partnerships better than we
have. The Americans Choice report which Mrs. Clinton was a part

of—and testified on before this committee very eloquently, I might
add—^talks about the fact that the major political actors in these

other countries have united in their support for domestic programs
that result in creating the jobs that are well-paid, safe, and offer

substantial job training. And such programs have the support of

the business community in those coimtries. That is something that

I heard the President-elect talk about a good deal in the campaign,

and we are certainly looking forward to trying to find new ways to

be able to achieve tiiat cooperation and consensus in this country.

Senator Kassebaum.

Opening Statement of Senator Kassebaum

Senator Kassebaum. Thank you, Mr. Chairman, and congratula-

tions, Mr. Reich. You are known to be a very thoughtful, prolific

and provocative writer on a wide range of subjects, and I am look-

ing forward to a very constructive and productive discussion over

the months to come.
I also know, Mr. Chairman, you are probably missing your old

sparring partner here as the ranking member of the committee.

Senator Hatch has served with great distinction as both chairman
and ranking member of tiiis committee, and just so you will think

he hasn't given up, he is, of course, now the ranking member of the

Judiciary Committee and will still be a member of this committee.

The next Secretary of Labor will be facing, I think, two signifi-

cant changes. You have spoken about some of these in your open-

ing comments. But first and foremost, I believe the Department of

Ldbor itself, with the laws and regulations it enforces and the pro-

grams and agencies it oversees, has a big responsibility for looking

inward as well as outward. Just as the private sector has had to

streamline its operations, a fact that you have written about exten-

sively, so, too, must tiie Department of Labor restructure itself to

meet the demanding needs of our changing work force.

Our economy, not to mention the American taxpayer, can no

longer afford administrative waste, outdated regulations, and du-

plicative programs if our Government is to play a meaningful role

in enhancing our Nation's competitiveness.
I think job training is a prime example. Last year we spent over

$18 billion on about 125 different employment and training pro-

grams. And as President-elect Clinton said in a speech, "We have
to cut through this incredible maze of Federal programs ... to

take a look at how much money we are wasting."

It is always easier to create new programs and draft new regula-

tions and laws than it is to take the time to look back and see

whether what we have done actually works.
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I think this could be one of the most important responsibiUties

that we have, all of us here today. We in Congress can certainly

attest to tiiis fact, that sorting through old regulations and pro-

grams to make improvements is not glamorous work. Good govern-
ment can be boring. But I think, Mr. Reich, I would say that this

is, to use an old, worn-out phrase, a window of opportunity.

You understand all that is involved very well, and I hope that

you might seize the moment and bite the bullet because I think it

is a great opportunity. Certainly you would have the full coopera-

tion of those of us here who would like to help you with this task.

And it might be a great book after you leave office. [Laughter.]

It attracts little media attention on the whole, but it will be es-

sential if the Department of Labor is to remain relevant as we
enter the nejct century.

The second challenge—and this is one, again, you have spoken
to—for the new Secretary is perhaps more critical and immediate,
but I think cannot be accomplished without the first as well. That
is the creation of new and meaningful jobs for those willing and
able to work.
The recent recession has been unusual—and you have spoken to

that—^in that most of the rise in imemployment represents people

who lost their jobs permanently, unlike the temporary layoffs in

the past. These structural changes demand that every decision

made by the next Secretary of Labor, and us as well, I think, be
viewed first in terms of the impact on job growth. Too often we ig-

nore the fact that well-meaning legislation, be it mandated leave,

increasing the minimum wage, or raising payroll taxes for job

training, may well influence tiie decision of a company to hire new
workers. And if we continue to add to the cost of labor, business
will simply move jobs abroad.
We might all wish that would not be the case, and we mi^t even

try to find ways that that might not happen. But it is a trend that

you have also well documented and that we all imderstand.
All the job training that money can buy will be useless if there

are no jobs for the workers to fill. Job creation was one of the

central promises of the fall campaign, and it is one I am sure you
have spoken to eloquently. There is no need to urge you, if you are

confirmed, to keep that focus firmly on this promise.
I would Uke to start by asking a question regarding a case that

was recently decided by the National Labor Relations Board, the
Electromation case. Just to explain a bit, in that case, by declaring

the "action committee"—which is a committee of the employer and
employees—^involved in the case to be prohibited, employer-domi-
nated labor organizations under the National Labor Relations Act,

" the opinion in that case has called into question the legality of hun-
dreds, if not thousands, of such employee-involvement groups and
programs designed to foster employee participation in cooperation

with management.
I have long believed that it is very important to try and get

greater cooperation between labor and management. And this is

not management's fault or labor's fault. It seems to me that many
times the Une is drawn in the sand, and both sides are afi*aid to

cross that line.
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But this is a very important decision on the part of the National
Labor Relations Board. The Kansas City Star said, "The ruling

could undo one of corporate America's most cherished reforms by
forcing thousands of companies to disband similar labor-manage-
ment teams set up in the last decade to improve productivity and
competitiveness."
Do you approve of quality teams and other such means of achiev-

ing greater employee involvement in the workplace? And if so,

what will you oo to encourage more companies to adopt this ap-

proach? And how can we prevent the Board's decision from inhibit-

ing these practices?

Mr. Reich. Senator, first of all, I want to take a very careful look

at that decision. I have been advised that it is really a rather nar-

row holding in a particularly egregious instance of management
trying to avoid unionization, or at least dominating a particular

worker organization. But if it has a chilling effect upon cooperation

and collaJx)ration between man^ement and labor, then something
must be done. And I will be the first to Slowest with you and others

here on this committee that we might want to seek legislation to

overturn that.

Senator Kassebaum. It is, of course, based on the National Labor
Relations Act of 1935. It was a narrow interpretation, and perhaps
there is a way, through some other cases brought—and there is a
case pending, actually, before the Board—a broader interpretation

could be reacned. But if not, would you envision going back and re-

visiting the National Labor Relations Act of 1935? i5o we need to

review that in the hght of changing circumstances?
Mr. Reich. Well, again, Senator, if it turns out that this case

does have a chilling effect, does have a negative effect on manage-
ment-labor cooperation, if it turns out that subsequent decisions

really do broadly chill labor-management relations, then it seems
to me appropriate to seek a legislative solution here.

Again, I want to investigate very carefully. I want to see if there

are any other options open to me as Secretary of Labor. But as a
last resort, I do not—^I share your concern. I don't want to chill

labor-management relations and collaboration that is absolutely for

the work force of the fixture.

Senator Kassebaum. Thank you. My time is up, and I will save

my other questions.
The Chairman. Senator Pell.

Opening Statement of Senator Pell

Senator Pell. Thank you, Mr. Chairman. I, too, would like to

welcome Senator Kassebaum as ranking minority member. I served

with her on the Education Subcommittee and look forward to con-

tinuing to do so.

The Chairman. Would the Senator yield? The only reason that

we didn't welcome our new ranking member formally is that, as I

imderstand it, under the protocol of the Senate we are supposed to

ratify the new committee assignments before they formally become
effective. But I don't want that

Senator Kassebaum. You think I might not really be here?

[Laughter.]
The Chairman. We won't let Orrin back. [Laughter.]
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Seriously, I should have done this earlier, and I want to join in

welcoming Senator Kassebaum as the ranking member.
Senator Pell. I apologize for jumping the gun.
We are very lucky, I think, in having Mr. Reich as Secretary of

Labor. He really is the first hands-on Secretary of Labor in quite

a while. I am trying to think of another Secretary of Labor who had
the breadth and depth of knowledge that he does in the field and
the access to the President. And I really don't think any Secretary
of Labor since Frances Perkins filled that role, and I congratulate

you on your appointment and look forward to working with you.

As you said in your statement, the real strength of our Nation
is the people, the education of people and the character of our peo-

ple. But it is the people who are the real strength, and that is

where you will have your principal focus.

The tough decisions that you face are going to involve family
leave, retiree health benefits, imderfunded pensions, job training,

defense conversion, minimum wage, unemployment insurance, and
worker safety. In short, you have the responsibility witii the Presi-

dent of reshaping the American work force.

In these past years, in jxist about every election season, the is-

sues have been either about peace and jobs or jobs and peace, de-

pending on which part had the priority, whether it was domestic
or foreign affairs. This time we have a pretty open agenda, particu-

larly when it comes to iobs, and that, again, will fall on you.

We in Rhode Island have suffereid, just as has Massachusetts,
just as has Connecticut, fix)m the depression in our part of the
country. I call it depression, not a recession. We have had mass
layoffs for a small State like mine, 2,000 workers fi-om Electric

Boat, and we really suffered a great deal.

In that regard, for many years I have been among those who
have been advocating more attention to be paid to conversion or,

if that is considered a dirty word, diversification. But until now,
there has been little done aloout it. Now there is legislation on the

books. In the Defense Department, we have an amendment in

there, and otherwise, and we would be very interested in your
views of how we can truly implement conversion or diversification.

Mr. Reich. Senator, my understanding is that in the fiscal year
1993 budget money was authorized for defense conversion which
has not yet been spent by the Bush administration. Defense con-

version is obviously a compHcated issue. Part of it has to do with
helping companies themselves which have been defense contractors
begin to diversify. Part of it has to do with helping workers, when
those companies cannot diversify, get the jobs they need. Part of it

has to do with the communities themselves, helping those commu-
nities expand their industrial base.

I have talked at some length with Defense Secretaiy-designee
Aspin about these issues. In fact, he and I started these discussions

long before long before either he or I knew about our fates. And
we will continue to talk about the problems and also take action

with regard to these problems.
The question that is going to arise, it seems to me, and that is

going to be before the committee—and I look forward to working
with all of you on it—is that as you face defense conversion prob-
lems and as we all deal with a contracting defense base and as we



16

also deal with the international economy—^for example, the North
American Free Trade Act—^we have a variety of adjustment prob-

lems, a variety of displaced-worker problems.
As Senator Kassebaum pointed out, there are 125 programs al-

ready in place for displaced workers. There has to be some wav

—

and, again, I look for guidance to all of you on this, but there has
to be some way to integrate these programs to make sure that we
create a kind of one-stop shopping, regardless of why the workers
are displaced. I hope that is possible. You all know much better

than I whether it is.

Senator Pell. To be specific, I am thinking here of Electric Boat,
which manufactures these huge submarines with a particular skill

and ability. It is very hard for them to convert to manufacturing
railroad cars and other things, although we encourage them to do
so. But as you point out, what is needed are job opportvmities for

those men who have been working in industries that have not con-

verted.
In this regard, I am curious if you know whether or not it is cor-

rect to say that our reduction in defense expenditures as we con-

tract down, the Cold War hopefully diminished, that as we contract

down that the amount of our reduction is far less than that of

many of our colleagues in fellow industrial nations. Would that be
correct?
Mr. Reich. Yes. Senator, we have not yet embarked upon the

kind of defense reductions which in a post cold war era one would
expect we are capable of undertaking. Again, one of the problems
which I believe is keeping us from doing uie kind of defense reduc-

tions we need is precisely the problem to which you alluded; that

is, the problems of the potentially displaced workers, the commu-
nities which have come to depend upon a military industrial base,

to use President Eisenhower's term.
This issue of conversion, whatever you call it, transformation

from a mihtary power to a first-rate civilian commercial power,
using our resources and redirecting our resources, has to be near
the top, if not at the top of our agenda.
Senator Pell. When it comes to creating jobs, has any thought

been given to what I recall in the New Deal days where we had
the CCC and the WPA, which not only found jobs for people but
did useful things some of which we are benefiting fi^m now, 30, 40
years later?

Mr. Reich. Senator, there have been a variety of proposals—and,
again, at this point I feel that I am at Hberty of saying only this:

With regard to the kinds of proposals that are widespread employ-
ment proposals—^that is, which would create jobs, new jobs that are

pubhc sector jobs—^my research so far indicates that that is a very,

very expensive undertaking.
Now, granted, it is better for people to have jobs than no jobs.

But to the extent that we can possibly funnel that money into the

conversion and the training of people to jobs in the private sector,

that is always going to be preferable.

Senator Pell. Thank you.
Senator Kassebaum mentioned the importance of the relation-

ship between labor and management. In this regard, I wonder if

you have thought of the success and co-determination in some of
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our trading partners, which has really completely eliminated
strikes and industrial friction to anywhere near the extent we have
it. If they can do it successfully, if Germany does it successfully,

for example, why can't we do it? Why is it always laughed out of

court?
Mr. Reich. Senator, the German system of co-determination has

worked for them. As you pointed out, it has worked pretty well. I

am not sure that that precise

Senator PELL. I think we ought to explain what co-determination
means. That means labor and management both serving on the

board of directors.

Mr. Reich. Labor and management both serving on boards of di-

rectors. You recall after the help that Congress gave to the Chrys-
ler Corporation, the head of the UAW, Doug Fraser, was put on the
Chrysler board, and my understanding is that was a very helpful

and positive step. But it is not at all clear that co-determination

would fit easily into the American structure.

I do believe in most of the research I have seen and most of the

reality and most of the people I have talked with, both in the labor

movement and also chief executive officers, attest that workers
need a voice, and when workers have a voice, regardless of the par-

ticular form of the voice, when workers have a voice to express

their concerns about health and safety, also their ideas about prod-

ucts and possibilities in the market, those companies work better,

those companies are more profitable, they are higher performing,
and we need to think verj^ creatively and, again, work with the

business community in seeing how workers can achieve a greater

degree of voice.

Senator PELL, What, in your view, was the success of Eraser's

appointment to the board that he was appointed to by the UAW?
Why did that not carry on? He was just one voice of labor on the

board of managers, and, yet, botJb labor and management were
finghtened of the idea of sitting down together for the positive way,
raSier than in kind of conflict with each other,

Mr. Reich. I don't know in that instance why that ended or to

what extent it may continue on in other ways. I do know that if

you examine other veiy, very well run companies—and here take,

for example, unionized companies, Allegheny-Ludlum, Xerox, 3M,
or even look at the Chrysler LH, the new Chrysler company, or the

GM Saturn—^we have all kinds of examples in which labor and
management are working collaboratively. They are putting down
their usual wsu'-like tecmiiques, they are casting aside the usual
management and labor conflict, and they are coming together

around teams of workers and management that actually get the job

done, and they are more productive. Their profits are higher. It

seems to me that that needs to be a goal. That degree of flexibility,

that degree of trust, that degree of job security, well, workers and
management can do it. We have a track record. We know that they
can do it.

Senator Pell. Thank you. My time is expired, I will return to

this, to see if we can't promote this working together into the idea
ofjoint membership on boards of directors.

Thank you.
The Chairman. Senator Durenberger.
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Senator Durenberger. Mr. Chairman, may I have your permis-
sion to welcome Senator Wofford to this committee?
The Chairman. Surely.

Senator Durenberger. I know he is more
The Chairman. I know Senator Wofford would like that.

Senator Durenberger. I know he is more prepared for this job

certainly than I am, and it is a compliment to the work that we
do and it is a compliment to you, Mr. Chairman, and indirectly, I

guess, to all the rest of us that chose to come on this committee,
and I appreciate them.

Second, I have a statement in which I say I support the nomina-
tion of Robert Reich to serve as Secretary of Labor. I want to vote

for him. I was among the people that was sort of surprised that

this was a position that he sought, and I welcome the opportunity
to visit witn him. I had that opportunity and, frankly, I am sort

of excited, even though I should not say that, maybe, from this side

of the aisle about a prospect of his being Secretary. I have a state-

ment that elaborates on that.

I heard what you said about the quality of jobs, and that is im-
portant, and I heard what you said about unskilled workers and I

neard what you said about displaced workers, and these questions
are critical, and the family friendly workplace, and I have just a
couple questions that relate to that, because all of that is very im-
portant.
The State that Paul and I represent does not have the large

dropoffs in employment, but we have got serious changes. Just re-

cently, we have lost a lot of people wno worked at IBM, a lot of

people who worked for Northwest Airlines, two of our more high-

tech, if you will, high-skilled industries are without work.
As is typical of some of these economies in our country, the

mega-mall went up about the same time, so statistically you can't

look at our community and say we have got a problem, because we
are losing a lot over here, but we have now got this huge under-
one-roof shopping center to which people from all over the world
are attracted. To what, watch former IBM employees sell shoes or

Snoop/s entertainment center, or whatever?
But it sort of struck me as a way to try to posit a question to

you, that you sense this is part of the problem in America, too. It

IS not like going without a job. It is going without what you need
as a person, as a member of a family in a job.

Mr. Reich. Senator, I don't want to underestimate or understate
the pain of joblessness in this past recession, in particular. It hits

everybody, my extended family, it has hit my best friend since

grade school who has been out of work for more than a year, and
we talk very often about his particular plight.

But I did want to emphasize and imderscore something that you
have just said. Having a job is not enough any longer. Of course,

75 percent of our work force does not have a 4-year university de-

gree, and even for some white collar workers. You referred to lay-

offs at IBM. They are seeing their real wages decline over time, so

that we as a society, if we are going to have a high standard of liv-

ing, if we are going to be competitive in the world economy, we
have got to worry not just about the number of jobs, but the quality

of jobs, absolutely.
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Senator Durenberger. Let me ask you this related question,

State a general question and then maybe a more specific one. What
does the change—this almost sounds like the thesis of a book, but

what does the change in the nature of the economy, both as already

occurred and predictably will occur, how does that change the job

description of the Secretary of Labor? How does that change the

agenda for this committee and, more specifically, what former con-

cerns should be of a lower priority, and what present concerns

should be of a much higher priority?

Mr. Reich. Well, at this stage. Senator, I don't think that I am
f)repared to say what concerns you may have that should be of

ower priority. As I look at the work or this committee over the

years, it all seems to me to be terribly important and of very high

priority, and I will come back perhaps at some later time and tell

you what you should not worry about or at least what my sugges-

tions are.

But with regard to high-priority items, undoubtedly, issues of

school-to-work transition for the noncoll^e educated, those who do
not get 4-year college degrees is very high on the agenda, has got

to be high on the agenda. Our community college system is excel-

lent. Our technical college system is excellent, but maybe we have
to diink about certifications and standards, so that employers now
what they are getting, so that we do create, as in many other in-

dustrialized countries, a whole layer of technical workers who don't

necessarily have university degrees.

Also, the displaced worker we have been talking about this morn-
ing, people who are perhaps in their 30's, 40's, 5(fs, who find them-
selves without jobs. They have some skills already, maybe they are

high skilled, but they need to retrain. Life-long learning has got to

be a theme.
We created an unemployment insurance system designed around

the business cycle, to tide people over periods of unemployment,
when it was simply a matter or being laid off and getting your job

back at the end of the period. But that is no longer the case. I

think it bears fiindamental reexamination, how we deal with this

problem of the permanently dislocated worker. Again, we need to

work with business to create organizations that be their work force.

Senator DuRENBERGER. Will you be supporting the efforts at out-

comes-based education, both in the traditional and in the nontradi-

tional sense, get to work to find ways to measure the outcomes of

the educational establishment in this country?
Mr. Reich. Absolutely, Senator. Outcomes—and this refers back

to a question that Senator Kassebaum raised before—^we do need,

and President-elect Clinton has said this repeatedly, we need to

reinvent government and look at outcomes, look at consumers, look

at the people who are actually the recipients of these government
programs, not get too bogged down in the inputs, the processes,

ana I intend to do that at the Department of Labor.

Senator Durenberger. The cost of health care may end employ-
ment as we know it in America. What is, briefly, the role that you
see for the Secretary of Labor in helping head off that impending
crisis.

Mr. Reich. The Labor Department deals with issues of health

care in a variety of ways. The pension areas, for example, ERISA
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governs health benefits, and there has been a great deal of both

litigation and discussion about the preemption of State health ben-

efit legislation with regard to ERISA. But obviously, should the

President-elect choose to work with Congress in developing a major

health care initiative, that is going to have a major impact upon

the American worker, I think a positive impact. American workers

are insecure, many of them because the only health insurance they

have goes with their job; if they lose their job, they lose their

health insurance.
Senator DURENBERGER. Thank you, Mr. Chairman.

[The prepared statement of Senator Durenberger follows:]

Prepared Statement of Senator Durenberger

Mr. Chairman, I support the nomination of Robert Reich to serve

as Secretary of Labor. I have met with Professor Reich to share my
concerns about the Labor Department, and I am confident that he

has the vision to move the Labor Department in the right direction.

Accordingly, Mr. Chairman, I look forward to Professor Reich's tes-

timony today, and barring unforeseen circumstances, plan to vote

to confirm him as Secretary of Labor,

Mr. Chairman, we face unique work force challenges in the

1990's. Our industrial base has been weakened as traditional man-

ufacturing companies either closed or moved overseas. In order to

strengthen our economy, we need to retain our current manufactur-

ing base and, at the same time, nurture new companies that spe-

cialize in high technology, high growth areas.

QUALITY OF OUR WORK FORCE

I remain convinced that a necessary element in rebuilding our in-

dustrial base is improving the quality of our work force. America

cannot compete on the basis of wages alone, because low wage

countries in Asia and Mexico have people who are willing to work

for a couple of dollars per day. So America must compete on the

basis of brainpower, and not wages alone.

Mr. Chairman, my State of Minnesota has realized this for years.

Major corporations have their headquarters in Minnesota because

we offer a highly skilled work force. In fact, according to a recent

Census Bureau report ("Educational Attainment in the United

States" 1992), Minnesota has the third highest percentage of per-

sons who have completed high school (87.3%) and is among the

hi^est percentage States for persons who have completed 4 years

or more of college (22.3%). Clearly, American corporations reahze

that an educated work force is a strong asset and will locate their

companies in States (and now in countries) where such workers can

be found.
, ^^ , j

I beUeve that Robert Reich understands this. He has stated over

and again in his writings that an educated work force and infra-

structure are the only things that we as a nation have to sell to

international corporations. If we are to grow our economy and in-

crease our standard of living. Professor Reich has told us that we

must invest in our work force and our infrastructure. I could not

agree with him more.
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Of course, work force training and infrastructure are not the only

things that attract businesses to the United States. Our regulatory

climate, our taxes, and our crime rate, among other things, all af-

fect our ability to maintain and grow our industrial base. That is

why I generally oppose Federal mandates on employers and disfa-

vor tax increases on American citizens and our employers. Corpora-

tions choose to locate in our country for a variety of reasons, and
we must be sensitive to these various factors.

A VISION FOR THE LABOR DEPARTMENT

Mr. Chairman, the Secretary of Labor is responsible for admin-
istering a huge bureaucracy with a huge budget. We already spend
a great deal of money on job training for unemployed and dis-

located workers. I want to make sure that our taxpayers' money is

being well spent. So by approving of Mr. Reich, I am not endorsing

an increase in spending for all Federal job training programs.
But at the same time, I am hopeful that Professor Reich will

bring a vision to the Department of Labor so we can better target

our resources. Let me provide an example of what I mean.
During the past 2 years, I have advocated Labor Department de-

fense conversion funding for FMC Naval Systems, a Minnesota de-

fense contractor that will lay off over 500 workers in its Twin
Cities plant as a result of our defense build down. The Department
of Labor has awarded a $1 million grant to retrain workers who
have been actually laid-off, but the Department has here-to-for

been reluctant to fund retraining for workers who are "at-risk" of

being laid off.

Mr. Chairman, I would like the Department to think proactivelv

about how we can retrain workers before they are laid-off. I think

it may cost us more in unemployment and related social costs if we
wait until workers lose their jobs. This is the type of program that

I would like to explore. I hope that Secretary-designee Reich is

open to such new ideas; his writings suggest that he is a "possibil-

ity thinker."

Mr. Chairman, I look forward to working with Robert Reich in

his new capacity as Secretary of Labor, and encourage him to work
with us during the 103d Congress.
The Chairman. Thank you veiy much.
Senator Metzenbaum.
Senator ^fcr^ZENBAUM. Mr. Reich, as you well know, as I pre-

viously indicated, I could not be more pleased about your appoint-

ment to head up this department. You and I go back a long way
as friends. You are not only a friend of mine, but you and your wiie

are friends of my daughter and my son-in-law. My son-in-law

teaches with you at the Harvard School, Kennedy School.
- I think the signal that is sent out across the country by the

President-elect seeing fit to put you in this position is just a won-
derful signal. For all of us who are concerned about the Depart-

ment of Labor and workers in this country it is very reassuring.

Everybody would agree that you are a thoughtful and provocative

thinker, that you have new ideas. I looked at your list of books you
have written and articles that you have written, and it is unbeliev-

able, the quantity, as well as the quality. You are a person who
looks at a problem and comes up with answers, and I think you
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will be like a breath of fresh air in the Department of Labor, after

12 years where it has been a rather indolent kind of agency going
along for the ride, but really not doing very much, as some of us
have seen it, and faiUng to meet the challenge.

The Lai)or Department has actually been criticized for its weak
enforcement of our labor laws by the department's own Inspector

General, as well as an internal department task force.

For example, the department's pension program generally audits

1,500 employee benefit plans a year, out of a universe of over 5.5

million plans. By comparison, the IRS runs a similar program
which audits over 10,0(K) plans a year. During the Carter adminis-

tration, over 15,000 plans were audited each year, as compared to

1,500 at the present time.

Lax enforcement is a reality throughout the Department of

Labor. In OSHA, fair labor standards, child labor, wage and hour
enforcement, employers are often lax in complying with the law,

because they felt and knew that the Labor Department was un-
likely to go after them. Even with the department's limited re-

sources, the department could do a better job.

Have you given this subject anv thou^t? Do you have any ideas

as to how you might bring about better enforcement effort, knowing
full well Aat there isn't going to be a tremendous increase in the

amount of dollars available to the department, and you are prob-

ably going to have to work pretty much within the constraints from
the present budgetary allocation?

Mr. Reich. Senator, I can promise you that, if confirmed, I am
going to it that the laws are indeed enforced. I haven't been over

there. I haven't had a chance to review the Inspector General's re-

ports or examine why and to what extent there may have been a
lack of enforcement.

I do want to say this, however: I have been enormously im-

pressed with the professionals that I have come across in the de-

partment. There is enormous talent there. People there are very,

very willing to do their work and to do it with a great deal of com-
mitment. I am looking forward to working with them.
Senator Metzenbaum. I don't question the fact that there are

people in that department who want to work or who would be en-

thused about energetic and direct leadership. Given the likelihood

the department will not have sufficient stafif to pursue every viola-

tion of our labor laws, do you think that there could be innovative

ways to protect workers' rights such as charging fees for depart-

ment services and using the proceeds for department enforcement
efforts or estabHshing worker safety committees to enable workers
to improve the workplace?
Mr. Reich. Senator, I am sure there is room for a great deal of

innovation. I know that there is OSHA reform l^sTation which
has been considered by this committee. One of the pieces of this

legislation that intrigues me the most concerns those worker com-
mittees which are in charge of kind of preventive maintenance. I

don't think any group is better able to spot potential hazards in the

workplace than the workers who are there themselves. Just like no
group is better able to spot new possibilities for efficiencies and
quality improvements than the workers who are right there on the
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front line. I am looking forward to exploring those issues with this

committee and exploring all of those possibilities.

Senator Metzenbaum. Mr. Reich, one of the most controversial

issues we are going to have to deal with has to do with NAFTA,
the free trade agreement. Frankly, coming from the State of Ohio,

which has already been negatively impacted by the loss of jobs to

the Maquiladora area, I recently traveled to Mexico to visit U.S.

owned manufacturing plants along the border and to talk to the
Mexican workers.
Those factories are pouring environment-damaging toxic waste

into tfie soil, water and air, with practically no r^ara to the harm
to the citizens of both countries. The workers are paid subsistence

wages and live in unspeakable squalor, even though they have so-

called good jobs in major manufacturing plans. I expected to see

poor conditions, but I am frank to tell you, I was shocked by what
I saw outside the plants. Inside the plants, there were pretty good
working conditions. I didn't find anything objectionable. What I

saw looked good to me. Outside, unbelievable.

What concerns me is what happens under NAFTA to the addi-

tional number of jobs that will be moved to Mexico from States

such as mine? Now, I do not care how productive the American
worker is; for that worker to try to compete with the $2 or $2.50
an hour worker in Mexico, it is just an impossibility. Mexican
workers are not bad workers. I saw what they were doing on the
machines. They were doing a good job and, as far as I could tell,

the plants were nice looking plants. The people there were pulling

down tihe levers and doing whatever had to be done.

I am not sure what the answer is to this problem, but I know
that the workers of my State and many other States are very much
concerned that the problem that presently exists with respect to

skilled workers in this country will be exacerbated, and companies
that stay behind and do not move are going to be demanding that
standards here be lowered, so that they can compete against the

jobs that have been moved to Mexico. Workers here will be called

upon to provide give-backs, to give up some of their rights and
their benefits.

How can we protect American workers under these cir-

cumstances, and what thoughts do you have on the whole subject

of NAFTA?
Mr, Reich. As the Senator knows. President-elect Clinton has

gone on record during the campaign, he has repeatedly said that

he supports NAFTA in principle.

Senator Metzenbaum. I know that.

Mr. Reich. He has also, though, conditioned his support upon
there being adequate safeguards with regard to dislocated workers
in the United States, working standards, environmental standards.
I can't tell you precisely what his thinking is on the matter. I think

that we and he and all of you up here are going to be working on
that issue. There are a variety of possibilities.

But it seems to me that the general principle is absolutely cor-

rect: NAPTA is a movement in the right direction, but only and
only to the extent that we have a strategy in this country for deal-

ing with the very problems that you are talking about.
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Senator Metzenbaum. A change to a different subject: You have
been critical of businesses for demanding tax breaks from local

communities, and I have also been critical, because it is a.matter

of the race to the bottom, as one community after another would

provide tax breaks.
You pointed out correctly, I think, that these tax breaks are kill-

ing our public schools, which depend on local tax revenues to edu-

cate our young people and ensure that they become productive

workers. I have asked the General Accounting Office to undertake

a study of the extent to which schools are being harmed by the tax

breaks that corporations are demanding before they move from one

community to tne otiher. The GAO really doesn't have the resources

to go into every community and quantify the loss and effect."

My question to you is, do you consider this problem of the loss

of tax revenues for a school system in the country a priority issue,

and would you be willing to direct a serious effort by the Laibor De-

partment to ^et the facts and find out if business demand for tax

relief is saddlmg us with uneducated, unproductive workers?

Mr. Reich. Senator, the problem to which you allude, that dif-

ferent jurisdictions, different States, different cities are competing

for businesses and offering tax breaks is a very real problem.

Not too long ago, I was asked to come down 2ind preside and help

in a regional pact that New York City, Connecticut and New Jersev

were going to create to stop bidding against each other, I think

New York City was providing something on the order of $600 mil-

lion a year of tax abatements for companies, in order to prevent

them from moving to Connecticut or New Jersey, and New Jersey

and Connecticut were offering about $300 million to prevent them
from leaving or to get them to go to New Jersey and Connecticut.

That was a step in the right direction.

I have subsequently learned that that compact broke down and

now they are back bidding against each other. This is happening

all over the Nation. I doirt fiiow exactly what the right solution

is, quite honestly. I don't know, it seems to me impractical at this

st^e to suggest Federal preemption. I don't see that the Federal

Government can preempt and stop States from doing it. I think a

lot of the problem may not be with corporations per se. It may be

simply governors and mayors who feel that they have to do this in

order to attract business.

Hopefiilly, we will get to a stage in our economic development in

which smokestack chasing, simply chasing other businesses is not

the primary means toward economic development.

Senator ^feTZENBAUM. Mr. Reich, as you know, the striker re-

placement issue was a hot issue before the Congress in the past.

I intend to reintroduce the Workplace Fairness Act, which would

ban the hiring of permanent striker replacements.

The President-elect spoke to this issue during the campaign. Re-

member when he went out to the Caterpillar plant. Mv question is

can we look to the Labor Department for support and cooperation

in an effort to pass such legislation through this Congress?
Mr. Reich. President-elect Clinton has indicated his support for

that striker replacement legislation.

Senator Metzenbaum. My time has expired, Mr. Chairman.
[The prepared statement of Senator Metzenbaum follows:]
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Prepared Statement of Senator Metzenbaum

I welcome Professor Reich today and congratulate President-elect

Clinton for an excellent choice. I should note that Professor Reich

is a good friend and colleague of both my daughter and my son-in-

law, who is also a professor at Harvard. I have known Professor

Reich for many years and am famihar with his thoughtful ideas for

solving the problems confronting our country.

Robert Reich has studied how American workers can better com-

pete in the world marketplace and what it will take for our econ-

omy to provide a better standard of living to all Americans. I agree

with him wholeheartedly that we need to do a better job investing

in our greatest resource: the American worker. Workers need bet-

ter training, safer working environments and greater job security.

I think Robert Reich is well suited to see that our labor policies

promote those goals.

He not only has a bright mind, but he has the trust and counsel

of the President. As the head of Bill Clinton's economic team, Rob-

ert Reich is particularly well positioned to represent the interests

of working men and women in this country.

There are many problems facing workers today, but the state of

the economy is central to any solution. We need to create new jobs

and get this country back on track. And then, we must develop long

term poHcies to create a high skills, high wage economy. As Presi-

dent Clinton builds a stronger economy, he will need the Secretary

of Labor to help see to it that America's workers can prosper in a

competitive world economy.
Congress established the Department of Labor in 1913 "to foster,

promote and develop the welfare of the wage earners of the United

States, to improve working conditions and to advance their oppor-

timities for profitable employment." Unfortunately, I do not believe

the Department has been fulfilling that promise. It certainly has

not in recent years. One of Robert Reich's great challenges will be

getting the Department to refocus its effort for the benefit of Amer-
ican workers.
We need a Department of Labor that will enforce the laws al-

ready on the books. We also need to pass legislation which im-

proves current laws, and add new ones to address the problems

faced by the modem work force. We need to build a cooperative

spirit between workers and management. We need to protect the

jobs of those who are productive members of our work force at the

same time that we find ways to create new jobs. These are great

challenges and there are great expectations. I believe Robert Reich

will meet these challenges and I look forward to working with him.

The Chairman. Senator Dodd.
- Senator Dodd. Thank you very much, Mr. Chairman.

Let me congratulate you, Mr. Reich, on your nomination. I look

forward to supporting your confirmation and I commend the Presi-

dent-elect for choosing you. I enjoyed our conversation yesterday,

in which we had an opportunity to discuss a lot of these issues, but

for tiie purpose of the record here I would Hke to go back over a

few issues.

Let me also welcome, as our ranking member, my colleague, Sen-

ator Kassebaum, witii whom I have the pleasure of serving on two
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other committees. I look forward to continuing to work with her,

and with Senator Wofford, our committee's newest member, for

many years.

I would like to start out, if I may, just briefly, on the Family and
Medical Leave Act, which won't come as any great surprise to you
or anyone else, given I have now spent some 7 years trying to get

that legislation adopted. We were able to pass it last vear, but, un-

fortunately, the President vetoed the legislation and, despite the

Senate's override of that veto, we failed in the House of Represent-

atives.

I know the President-elect has spoken eloquently and firmly

about his support for £a.niily and medical leave legislation, but it

might be helpful for us here this morning, if you would just take

a minute or so and talk about that particular concept, as well as

glass ceihngs, child care, so-called flexible work schedules and so

forth, in the context of the broader issues of workplace/family con-

flict. I tjiink sometimes people see these issues as isolated policies

that are nice things for businesses to do, but do not see them in

the context of what we need to do to achieve the desired economic

goals stated by the President-elect and you earher this morning to

increase productivity and reduce unemployment. How do these is-

sues relate to Uiat larger question beyond their particular

attractiveness as individual issues?

Mr. Reich. Senator, I mentioned this morning that the high-per-

formance work organizations, those companies in America that are

doing the best, that are industrial leaders, they already provide

their workers with family and medical leave. They provide a good

working environment, a safe, healthy working environment. They
bring their workers in to participate. They have a great de^pree of

worker involvement. They promise and they fulfill their pension ob-

ligations, not just to workers at the top, but all their workers, and
they benefit fi*om all of these provisions.

I'he challenge for us, it seems to me, is to make sure that other

American companies understand that, in the long-term, these are

all in their interest, as well. Capital markets tend to be relatively

shortsighted, very often.

With regard specifically to the family and medical leave, the

trend is unmistakable. We see it in all industrialized nations. Two
wage earners now are the norm, or you have single parents who
are becoming in many families the norm, they need family and
medical need, they need a flexible workplace. Those companies that

are providing it to them are having their pick of some of the best

employees that are now available.

President-elect CHnton is fully supportive, strongly supportive of

the Family and Medical Leave Act, and looks forward to signing it.

It is an appropriate, positive, important step and it is timely.

Senator DoDD. I appreciate that very much, and our hope is to

move it quickly. The Chairman has been tremendously supportive,

as have others. We have strong support with in the Senate for the

legislation and look forward to being able to pass it at an early

date.

Let me move quickly to another subject you have touched upon,

and that is the whole question of the growing disparity between the

levels of education within the work force.
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I have heard it said—and you can correct me, if I am wrong on

this—that by the end of this decade, less than 1 percent of all new
jobs in this country will be available to people wno have less than

a high school diploma, and that 21 or 22 percent of the jobs will

be available to people who have just a high school diploma. I do

not know if those numbers are correct or not, althou^ I have been

told they are fairly accurate, and, that rou^ly some 75 percent of

employment requires some educational experience beyond a tradi-

tional high sdiool diploma.

Too often, it seems to me, we have thought about job training in

the context of a crisis. Currently, only when you receive a pink slip

do you qualify for federally assisted job training. So it is after

workers are laid off that everyone scurries around trying to figure

out how to provide job training. In fact, there are reported inci-

dents where pink slips are being given out early, in oraer to allow

people additional time for federally assisted training.

I wonder if you might share with us some ideas on how we can

get beyond this crisis made of job training—^training to respond to

the shutdown of a plant, or to the defense worker who has lost his

job because we no longer feel it is necessary to build certain eqxiip-

ment—a way of assuring that training and retraining become part

of a seamless garment of improving the quality of productivity and
emplo3rment in this country,

Mr. Reich. Senator, we in this country have pioneered a univer-

sal system of education, kindergarten through 12th grade. We take

it for granted that that is something that everybody does, every-

body goes through, or at least should. We obviously have a big

dropout problem in this country, but at least it is available.

What we need to do in this country, it seems to me—aiid this is

not necessarily only or even primarily a Federal responsibility, we
need to work with the States, with private not-for-profit institu-

tions and with companies, as well—^we need to think of lifetime

learning, a system that begins with graduation or possibly even for

a kid that maybe can't graduate from hi^ school, but continues all

the way through his or her lifetime, providing training periodically,

providing upgrading.
American companies are now spending $30 billion a year train-

ing their workers. That is a very impressive sum. The problem is

that $20 billion of that $30 billion goes to workers who already

have university degrees, not to those who need it most. So we have
to figure out how to concentrate those resources, both public and
private, on the workers who need that continuous training and up-

grading.
In the worst of all worlds, workers are going to be displaced. This

committee has taken the lead on providing workers with adequate
-warning of job loss and providing them, therefore, with at least

some lead time to get training and to prepare themselves, and we
have to, again, as I have said repeatedly this morning, worry about

those permanently dislocated workers.
Senator DODD. Last, Senator Metzenbaum has raised the issue

of OSHA. We went through a tragic experience in Connecticut a
number of years ago, in the second largest construction site acci-

dent in history, which resulted in 28 deaths, at L'Ambiance Plaza
in Bridgeport, CT. As a result of that. Senator Weicker, now Gov-
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emor Weicker, became interested, as well as Congressman. Shays,
myself, and others, in construction safety.

I won't ask you today specifically to comment on the bill as I

would not necessarily expect you to be familiar with the details of

it. However, I would ask that you take a look at what administra-
tive measures exist within the Department to deal with some of

these issues, which will assist us in improving construction safety.

In fact, I might suggest there are a number of areas where the De-
partment had an opportunity to step up and do more in these
areas, but because that did not occur, an awful lot of legislation

was initiated to try and achieve the same results.

You might find in looking over some of the ideas, that we have
had legislatively, that the power exists within the Department to

deal with a lot of these problems. But I ask you, if you would, to

take a look at this.

Mr. Reich. Certainly.
Senator DoDD. Mr. Chairman, I will yield the remainder of my

time.
[The prepared statement of Senator Dodd follows:]

Prepared Statement of Senator Dodd

Good morning. Professor Reich, it is a pleasure to welcome you
to our committee and my congratulations to you on your nomina-
tion.

As I have travelled around my own State of Connecticut and
across the country over the last several months, there is a feeling

that our Nation today is on the brink of a great change—change
which will assure a quality education for all children; access to

health care for all Americans; a cleaner environment; renewal in

our Nation's cities; and safe, good jobs for American workers.

But achieving si^ificant change will not be easy. Our Nation is

confronted today with a host of problems from a huge Federal defi-

cit to an anemic economy. Too many children go to school hungry
and too few graduate from high school with marketable skills.

However, Americans today seem ready to tackle these problems
and rebuild our country. We, here today, are in a privileged posi-

tion—we can play an important role in this process. In this regard,

I know your ideas and your leadership will be influential and help-

ful as we move forward.
And your role will not be a small one at the Department of Labor

or, as you more correctly identify it, the Department of American
Jobs and the American Workforce. 9.2 million Americans are cur-

rently looking for work. 1.3 million manufacturing jobs have been
lost in the U.S. since 1989. In my State alone, we have lost 170,000
jobs in the last several years, many of these losses are concentrated
in defense-related industries.
While I have faith our economy will emerge from this recession,

I believe it will be a fundamentally different economy. The Depart-
ment of the American Workforce will, under your leadership, de-

velop a strategy to help America and American workers meet the
challengers of our changed economy.

Before we hear about your plans for the Department, I would
like to share with you some of my special concerns—ones that I

hope will also be important to the Labor Department.
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With close to two-thirds of women with young children working,

we need a national policy for family and medical leave. Job protec-

tion during a family or medical crisis should be a minimum stand-

ard for our Nation's workers. Unfortunately, althou^ many em-

ployers have instituted excellent policies in this area, too manv
workers are left without protection. I look forward to working with

you to assure that workers do not have to choose between their jobs

and their families. j i i i. i

We must also renew our commitment to safe and healthy work-

places for all workers. Each year, 10,000 workers die on the job,

100,000 lose their lives to occupational disease and 6 million are

injured. In 1970, Congress passed landmark occupation safety and

health legislation and made a pledge to assure worker safety and

health—it is a pledge we have not yet kept. I hope you will give

specisd attention to improving the performance of the Occupational

Safety and Health Administration; much work remains to be done,

even as we continue our work here in Congress to strengthen these

important laws.
. ,

Finally, I know strengthening our Nation's investments m its

human infrastructure will be at the top of your agenda as Sec-

retary of Labor; I hope, however, that you will not forget the spe-

cial plight of dislocated workers, especially those in defense-related

industries. These workers are some of our Nation's most hiriily

trained and skilled; and, yet they find themselves on the unemploy-

ment lines or in low-paying service industry jobs because of the de-

cline in Federal spending. As you know, this problem is especially

acute in my home State of Connecticut, where job losses in the de-

fense industry in the next 6 years alone are expected to approach

40,000. We must work together to find a way to bring these work-

ers and their skills back into the economy and I look forward to

beginning tliis task with you.

Once again, I appreciate your being with us this morning. I look

forward to getting your views on some of these important issues

during the question and answer period. More importantly, I hope

your Department and my office can work on these issues together

during the 103d Congress.

The Chairman. Thank you.

Since Senator Dodd mentioned this issue and has introduced leg-

islation, how current tiiis is, just this morning in Hudson, MA, 22

people were reported injured in a construction accident where a

floor apparently collapsed on a new computer chip plant being built

there. The victims of the accident were taken to several area hos-

pitals. Two were hurt critically. Obviously we are mindful of the

suffering of those individuals and the families. These questions go

on, and they happen every day. We really haven't done what we
should in terms of the protection of the work site. So we hope we
will have your views on these issues at an appropriate time.

Senator Coats.
Senator Coats. Thank you, Mr. Chairman. I apologize to you

that I wasn't here to hear your opening statement and the line of

questions. Senator Kennedy and I were both tied up in the Armed
Services Committee hearing with Chairman Aspin. Senator Ken-

nedy's seniority allowed him to get over here quicker than mine

did. I was down the line a little bit.
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I just have a couple of questions for you. It is my understanding
Senator Kassebaum earlier asked some questions about the num-
ber of current employment training programs that currently exist,

most of which are run out of the Department of Labor.

The specific question I have is your evaluation of the Job Train-

ing Partnership Act, its effectiveness, what changes might need to

be made. We recently not only reauthorized, but made some
changes to that program. If you nave had an opportunity to study
that and look at it and compare some of the former programs, the

CETA program, and give us your thoughts on that, I would appre-

ciate it.

Mr. Reich. Senator, I am aware that there has been very re-

cently an evaluation done. In fact, the reports of the evaluation are

either just coming out or ihe^r will be available very shortly. So I

am afraid I cannot at this point give you a very informed answer
about that.

Senator Coats. Well, when you do have that opportunity, I am
sure we will have the cnance with this committee to get your views
on that.

Second, I wanted to bring to your attention, because this will be
something that will affect your Department and I think be a more
immediate question given the cturent drawdown in the Depart-
ment of Defense. In response to an authorization, something that

was authorized and appropriated last year, a Defense Conversion
Commission was created. They have some pretty good people on
that commission, and they have just finished their work. I am not
even sure this is public yet, but they just have issued a report

called "Adjusting to the Drawdown." It is the report of the Defense
Conversion Commission. It is dated December 31st.

It comes up with some very interesting conclusions, I think, and
some surprising conclusions and makes recommendations as to how
we ought to go forward with this. It will have a direct impact on
the Department of Labor, and I would commend it to you to look

at as you are evaluating your recommendations and pohcies rel-

ative to that transition and that conversion that is going to take
place with both people separated ft"om the military and workers in

defense plants that no longer have employment there.

Mr. Reich. I look forward to reading it.

Senator Coats. My third and last question is relative to your
book. The Work of Nations," which has probably already been re-

ferred to here. I have enjoyed reading through it. While I haven't
read it all, I have read substantial portions of it. I am not exactly

sure—maybe the President-elect isn't even exactly sure yet—of just

how the whole economic team is going to function and work and
so forth. But I was interested in some of your proposed rec-

ommendations and solutions to the challenge which you outline in

Chapter 20 called "The Problem Restated." I figured if I read that

I could skip the first 19 since you were restating it in Chapter 20.

[Laughter.]
As I understand it, the problem restated is summed up' in one

sentence here: *TIence, the challenge, to improve the hving stand-

ards of the majority of Americans now occupying the two latter cat-

egories who are losing ground in the global economy." And you de-

fine three categories of workers for the future.
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Now, first, you do admit that the problem—you say the problem

is far from insoluble, and you do sav that there is a range of poten-

tial solutions. The first response which you suggest is to make the

income tax much more progressive and closing what you call some

gaping tax loopholes. And in doing so, you reference Woodrow Wil-

son's proposal to Congress to enact a steeply progressive tax code

witii a top rate for individuals of 83 percent.

Is this the kind of proposal you are going to be advocating to the

Clinton economic team relative to how to ofeal with this basic chal-

lenge that we face?

Mr. Reich. No.
Senator Coats. I am happy to hear that.

Mr. Reich. Senator, in context, I do feel that it is important and

President-elect Clinton feels that it is important that all Ameri-

cans, both at the top of the income ladder and also in the middle

and at the bottom, all roll up their sleeves and pitch in to get on

with the investment strategy that has to be undertaken, both pub-

lic investment and private investment.
Putting people first, the President-elect's set of economic propos-

als does recommend and he is committed to an increase in the mar-

ginal tax rate of people whose adjusted gross incomes, families

whose a(^usted gross incomes are $200,000 up to 36 percent. And
let me also recommend or at least restate something that I have
stated very often in the past. Bill Clinton is his own economic chief.

He asks for a lot of advice from an awful lot of people, but he

makes the economic decisions.

Senator Coats. Well, I think we learned some of that during the

campaign, and 36 sounds good after 79 or 83. It is a tried and test-

ed political technique to offer a high number and have everybody

says, "Wow, it is only going to be 36 percent."

On Chapter 22, my last question here, titled "Uses of Vestigial

Thought," you indicate that taxes on the wealthy must be lowered,

piiblic spending must be cut, and government budget deficits must
be reduced. These propositions, so much in vogue in the last decade

of the century that they were nearly qualified as articles of faith

among the policy makers of the United States and elsewhere, are

basically vestigial thoughts.

Now, some of that seems counter to what President-elect Clinton

has indicated. We talked about taxes on the wealthy, but the fact

that reduction of public spending and particularlv government

budget deficits, addressing the government budget deficits, I won-

der if we could just set the taxes aside and even the public spend-

ing aside and just address the question of deficits.

Why is that a vestigial thought when the President-elect has ba-

sically said that is one ofhis top priorities?

Mr. Reich. President-elect Clinton is committed. Senator, to re-

ducing the budget deficit in context. The purpose of that particular

thoxignt was to make what I consider to oe still a veiy, veiy valid

point, and that is that ^ere are different kinds of deficits depend-

ing upon what you were using the money for. Borrowing itself is

no great sin. Companies borrow all the time. But borrowing for in-

vesting, for building up your future productivity, is very often ap-

Eropriate. Borrowing simply to consume is what gets you in trou-

le.
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The objective, it seems to me—and, again, I can't speak for the

President-elect. He speaks for himself He's the economic pohcy

maker. But tie objective broadly, it seems to me, is to move from

too much public and private consumption to a greater degree of

EubUc and private investment. That is what will get out country

ack on the right economic track.

Senator CoATS. Where would you classify entitlement spending?

Would that be investment or consumption?
Mr. Reich. Well, again, that is an issue that I want to leave for

the President-elect. At this very moment he and some of his advis-

ers are working developing the package which members here will

have an opportunity to examine and Be involved with. So I don't

want to spill the beans. I don't want to get out ahead of him.

But let me just say that, in my view—and, again, it is my view-
some entitlement spending, so-called entitlement spending, would

fall into the category of consumption. It doesn't have anything to

do with future investment. But some entitlement spending may
have a lot to do with building the future productivity of the Nation.

By my lights, the criterion ouriit to be, with regard to separating

consumption and investment, what is it that is merely enhancing

the well-being of people here today? And what is it that is building

the future productivity of the Nation?
Senator Coats. Well, I am not an economist and never pretended

to be, but it seems to me, just on the face of it, that we have some
incompatible goals here—a pledge by the President-elect to halve

the budget deficit, an indication that there needs to be substan-

tially more investment in infrastructure and in hard assets. I can't

see now you can accomplish that without a very substantial reduc-

tion in entitlement spending.

Mr. Reich. Well, Senator, the President-elect is going to be—is

struggling with that issue. He has some ideas. I and many others

haveoeen advising him, and shortly he will present his draft, some
of his ideas. He will be collaborating with Congress, working to-

ward the end of both increasin^public investments and also reduc-

ing the budget deficit.

Senator Coats. We will look forward to that presentation.

Thank you, Mr. Chairman.
The Chairman. As you know, 85 percent of the increase in enti-

tlement spending is on health care, and that is only a quarter of

the budget. You could cap it today, and all you would be doing is

shifting the cost burden onto the private sector, which would be

even more of a dampener in terms of economic expansion, in terms

of creation of jobs. So I think we all understand that these issues

are complex and really are going to require careful judgment in

terms of recommendations of flie administration.

Senator Simon.
Senator Simon. First, I just want to join in welcoming Senator

Wofford to the committee, who is going to be making a constructive

contribution here, and at the time it becomes official, we will offi-

cially welcome you and Senator Kassebaum. But we are pleased to

have you here anyway.
.

I am pleased to have you as the Secretary of Labor-designate. I

jotted down some adjectives as you were testifying: energetic, prac-

tical, compassionate. You said of the chairman that one of his great
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assets is that he cares, and you are right. But it is also an asset

of Bob Reich. And I want a Secretary of Labor who cares, and I

think we have one.

Then finally, creative. When you say the Department of Labor
will become a center of America's strategy for economic growth, I

don't tiiink there is any question that the Department of Labor is

going to become that. And I welcome that.

I would mention for the record also that in 1991 Fortune Maga-
zine listed 25 Americans who had contributed to making America
competitive, and one of those 25 was Robert Reich. And I think

having Robert Reich as Secretary of Labor is a great step forward.

Now, my colleague. Senator Dodd, mentioned OSHA reform, and
in that connection, let me mention there is in Illinois the National

Safe Workplace Institute, founded by a young man named Joseph
Kinny, whose brother was killed in a construction accident. And
they do some excellent work. If you are not familiar with them, I

think it would be worth taking a look at their work.

Part of what is in the OSI^ reform bill can be handled through
regulation. For example, I have an amendment that is part of that

that says when there is a hearing on a workplace accident result-

ing in an injury or fatality, when the victim is either dead or un-
able to participate, is in a coma, that the family should be able to

testify at the hearing. You can do that. We don't need to pass a

law. But if we have to pass a law, I am for doing it.

It seems to me there are some very practical things that can be

done so you don't end up with OSHA deciding there has been a
wrongful death and a factory, a corporation, is assessed a $2,400
fine. You know, that affronts everyone and doesn't do what should
be done.

Second, Senator Pell mentioned the WPA concept, which I have
discussed with you briefly, also. I recognize that to move in this

area massivelv would be expensive. But we are faced with a situa-

tion where, aiter each recession, we accommodate to a little higher

level of unemployment I am old enough to remember when one
President of the United States was being attacked because we had
reached a 4 percent unemplojrment rate. How we would love a 4
percent unemployment rate today. And I think after this recession

you are going to see the same thing, more and more people falling

throu^ the cracks.

I would hope that we could at least have a demonstration project

so that we see if it really does pay to pay people for being produc-

tive rather than nonproductive. People who are on welfare aren't

there, with rare exceptions, because they want to be there. They
don't see any hope. They don't see any choice.

I am just wondering if you could elaborate on your response to

Senator Pell whether you could support a demonstration project.

Obviously our society is different today. For example, the old WPA
was largely male-oriented. That is going to have to shift. But a
demonstration project along the line of WPA, whether that—and I

might add Senator Wofford has worked with me on this—whether
that doesn't make sense. Any reaction?

Mr. Reich. Well, certainly. Senator, a demonstration project

along these lines sounds very reasonable to me. I can't commit at



34

this point to anything, and don't want to, but I certainly promise
you to look into it.

Senator SiMON. All right. That is a good diplomatic answer that
won't get you into any trouble. We will try and get more out of you
a little later on. [Laughter.]

Let me shift to another area. Sijcteen percent of our work force,

working men and women, belong to organized labor. But if you
take out the governmental sector, it is 11^8 percent. No other coun-
try, no other mdustrial country, with the exception of South Korea,
has that kind of a low rate.

My question is: No. 1, do you think this is healthy? No. 2, if it

is not healthy, what can we do about it?

Mr. Reich. No. 1, 1 don't think it is healthy, Senator. I think that
workers need a voice. And as I have emphasized in this hearing re-

peatedly, that is linked to productivity. Where workers are involved
in participating, where they have a voice, you find companies that
are much more productive and more profitable. It is not just pro-
ductivity. It is also profitabihty, better jobs.

As you stated, in the private sector organized labor is down to

11.8 percent, and it is going down. With regard to young people en-

tering the work force, it is much lower than that. And I think part
of the reason is due to the 1980's, to some obstructions and some
difficulties that Isdbor had organizing itself, given the unfriendly en-

vironment, regulatory environment. And I will do everything I can
to make that environment more friendly.

Of course, the Secretary of Labor doesn't have direct control over
that environment. That is the National Labor Relations Board. But
there is an indirect relationship there.

But also part of the problem, it seems to me, part of the trend
is due to technological changes, to long-term cnanges in inter-

national trade, and therein it strikes me, it seems to me, that orga-

nized labor also has to be very creative about the future.

Where is that labor movement going? What can be done to make
organized labor and the labor movement more relevant to the flexi-

ble organization of the future?
I mentioned before the Saturn plant, the Chrysler LH, some of

the new experiments happening in Boeing. There is a great long
list of labor-management collaboration, with the unions, that seems
to be working extraordinarily well. And I would hope that manage-
ment and labor both could be focused on those successes.

Senator Simon. I agree with your response, and the 11.8 percent,

in fact, discourages productivity in our coimtry. It is not healthy for

either labor or management. But I think we have to take a look

at concrete ways of encouraging a better cHmate there.

You are from the Massachusetts area. I held hearings not too

long ago on job training, some of these programs to help yoxing peo-

ple. And Jackie Gelb, the executive director of YouthBuild Boston

—

I don't know if you are familiar with that program at all. Anyway,
she testified YouthBuild Boston is forced to turn away ten yoimg
people for every one that it accepts into the program for lack of

room, and that is with virtually no publicity.

Then we had a young man testify. His name was John James,
a young African American who had dropped out of school, whose
life just got turned around through this YouthBuild Boston. And I
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asked him how many people were in the gang he belonged to, and
he said about 20 to 25. And I then said. Let's just say oif the 20
who are in the gang, if a program like this were available, how
many do you think would come in out of the 20? And the young
man replied, "I would say at least 15. At least 15."

I mention tiiis because we have—there are a lot of things we
don't have to invent. We have some really good things, but we need
to fund them. And one of the things that you will have to do, I hope
will do—and I would like you to comment on it. You are going to

run into problems, real candidly, with my friends Leon Panetta and
Ahce Rivlin in the Office of Management and Budget. And I have
seen two different kinds of Cabinet people: those who just roll over

and accept whatever 0MB gives them, and those who get in there
and say, you know, this program is really important, we need more
funding. And sometimes they have to go—I remember Ted Bell

doing 5iis when he was Secretary of Education. Sometimes they
have to go to the President and say, you know, this really ought
to be a priority. This is part of the investment we talked aJbout in

the campaign.
I have received the signal my time is up, but I will give you a

Softball question, but I want a hardball response in the years to

come. The softball question is: Are you going to fight for these
kinds of programs that really are so important for the future of this

country?
Mr. Reich. Well, Senator, let me give you a softball response.

The answer obviously is yes. But I want to say one further thing,

and that is the President-elect Clinton put together a group of peo-
ple, has tried to put together a group of people who are not going
to simply play tough with each other but going to be a team. The
Secretary of Laiwr is going to be a member of the National Eco-
nomic Council, sitting there at the table. That symbolizes, I think,

the President-elect's concern for these issues.

The President-elect wants to invest in the public, wants to invest

in people. So I don't think you need to worry. I certainly don't

worry about commitment there. There is commitment there. There
will be investment. And I will be right there at the table making
sure that there is.

Senator SiMON. If I may follow through, I should know this but
I don't. Is the head of 0MB part of the National Economic Council?
Mr. Reich. Yes.
Senator SiMON. OK Thank you. Thank you, Mr. Chairman.
'The Chairman. Senator Harkin.
Senator Harkin. Thank you, Mr. Chairman.
Again, I want to join my colleagues in congratulating you, Mr.

Reich, on your selection to be our next Secretary of Laoor. You
have been one of our country's leading voices for increased invest-

ments in human capital and identifym|^ the pivotal role those in-

vestments play in our long-term economic growth.
You understand that a well-trained, well-educated work force is

essential to making our industries productive, our goods competi-
tive, and our economy healthy. There is a debate going on right

now within the Clinton economic team and around the country as
to whether one is a deficit hawk or an investment hawk. Please put
me in the investment hawk cat^ory.
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It is sort of like looking at the doughnut. You either see the hole

or you see the doughnut. I think those that concentrate too much
on the deficit are saying how terrible things are right now without

looking at the potential that we have as a country, the tremendous
resources that we have, the talent that we have, and what a little

bit of investment today will create 5 or 10 years from now.
So I am greatly heartened by your response to the questions of

my friend and colleague from In(Uana, that we have to make those

investments not for consumptive purposes now, but to invest to de-

termine what our productivity is going to be five and 10 years
down the road.

Under your leadership, I think that the United States is going

to be the place where the skilled labor will be, and that is where
the jobs will go. And you understand also that we must not only

invest in our workers, but respect our work force. That requires

strengthening the rights of collective bargaining, and I am heart-

ened by what I just heard in your response to Senator Simon's

questions, improving conditions in the workplace and creating

high-skilled, high-wage jobs.

So I am thrilled to see you here, and I look forward to working
with you, at a minimum, over the next 4 years, and hopefully be-

yond that.

I have about three or four very short questions. Will President

Clinton present Congress with an economic stimulus package
shortly after his inauguration? And if so, what role will human re-

source investment play in that investment stimulus package?
Mr. Reich. Senator, as to whether there will be a stimulus pack-

age and, if there is, how large it is, that decision has not yet been
made, and when it is made, that is the President-elect's decision,

obviouslv. But with regard to the second part of your question, un-
doubtedly human resource investments are going to play a major
part in Uie long-term plan regardless of whether and to what ex-

tent there is a stimulus package.
President-elect Clinton will be presenting to the Congress, will be

working with Congress to develop a long-term plan that is intended

to increase public investments, but also to reduce the budget defi-

cit—quite apart from the stimulus. The stimulus may or may not

occur. Again, if there is a stimulus, it may be large, it may be
small. That is a separate issue from the long-term, five-year and
on, agenda in order to invest in our work force, invest in our infra-

structure, and also push that budget deficit, get that under control.

Senator Harkin. I appreciate that. One part of investing in our

human resources is to ensure, as Grovemor Clinton has said many
times in his campaign and since, that we not waste one person in

this country. As you may know, I chair the Disability Policy Siib-

committee of this committee. Two-thirds of all Americans with dis-

abilities, about 12.5 million people between the ages of 16 and 64
are not working at all. About 60 percent of those not working re-

ceive either insurance payments or some kind of government bene-

fits.

Again, this doesn't have to be. Most people with disabilities are

not only able and capable, but want to work. They need a little bit

of support and some training.
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The Labor Department has an integral role to play in meeting

theJob training and employment needs of people with disabilities.

As Secretary of LaJbor, you are going to be responsible for a variety

of job training programs and for enforcing the affirmative action re-

quirements for government contractors under Section 503 of the

Rehabilitation Act of 1973.

I want to assure you that as the chairman of this Disability Pol-

icy Subcommittee, I will work with you to ensure that the Labor
Department's ongoing programs and its new job training initiative

provide for the employment needs of people with disabilities, and
that they are not left out in terms ofjob training provisions.

Again, that is more of a sermon than it is a question, but I hope

you would share with me your thoughts, the need to ensure that

job training programs, work force retraining, skills training, all

bring into account that people with disabilities are not left out in

this work force training.

Mr. Reich. Yes, Senator, absolutely. I have perhaps a special

sensitivity to people with disabilities. I this summer went through

a painfiil operation replacing my hips because of a congenital dis-

ability, and that gives me just a little bit of a sense of what many
people in the workplace, many Americans who are not in the work-

place are going through today.

Senator Harkin. Thank you. I appreciate that.

My Siibcommittee on Labor, Health, and Human Services appro-

priations has found serious weaknesses in enforcement of the mini-

mum wage and overtime provisions in the Fair Labor Standards
Act. In fact, in hearings before my subcommittee last year, the in-

spector general of the Labor Department recommended several

ways tiiat the Wage and Hour Division could improve the effective-

ness of its program by increasing its ability to detect and deter vio-

lators of the Fair Labor Standards Act.

Can you assure me that your Labor Department will imme-
diately look at the advice of the Inspector General, his suggestions,

and to do what you can to detect and deter violators ofthe Fair

Labor Standards Act?
Mr. IteiCH. Yes, Senator, I can assure you that, if confirmedT I

am going to be looking at how we can beef up that inspection and
the discovery of violators ofthe Fair Labor Standards Act.

Again, I want to underscore my sense that at the Department of

Labor there are enormous numbers of very talented, very commit-

ted people. I just want to make sure their commitments and their

talents are fiilly utilized and mobilized and directed toward these

important missions.

Senator Hajehon. I have another question that deals with worker
training. As chairman of the Labor and Health and Human Serv-

ices Subcommittee on Appropriations, I have observed that Health

and Human Services, Education and Labor all have separate work
training programs, and sometimes a person who is out of work and
seeking some type of job training gets boimced from one to the

other.

Again, I don't have a solution other than to hope that you will

woi^ closely with the new secretaries of those other departments

to form some type of inter-agency task force to provide for some
type of one-stop shopping, so that a person who is out of work
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doesn't get bounced from Health and Human Services to Education

to Labor, and then they start the circle all over again, and after

about two or 3 weeks of that, they are so disheartened, they don t

even go back again.

This is a problem that we have seen repeatedly, and I look for-

ward to working with you to try to provide for some type of one-

stop shopping to alleviate this kind of problem.

Mr. Reich. Senator, I look forward to working with all of you on

that issue. As I get into looking in detail at these Federal pro-

grams, I am struck not only by how many there are, but how many
there are that are targeted to particular populations, and I would

very much look forward to your advice as to how and to what ex-

tent we can create a comprehensive one-stop shopping system for

worker training and dislocated workers.

Senator Harkin. I would be glad to work with you on that.

Last, and I don't expect an answer, but perhaps I would like to

just siibmit this to you in writing for your further consideration:

You have in the past talked a lot, obviously, about high-tech jobs

and the need to think about what the American work force, an edu-

cated American work force can contribute to the world economy.

Right now, the Federal Communications Commission is in the

process of selecting a standard for the broadcast transmission of

high-definition television. The FCC plans to select a standard

based primarily on the recommendation of an advisory committee,

which, in turn, has developed and plans to rely on certain criteria

to make its recommendation. I have looked at that criteria, which

failed to include consideration of the impact of the selection on job

creation and maintenance in the United States of America.

Again, I would hope that perhaps you would take a look at this,

as soon as you assume your position as Secretary of Labor with

others in the government, to see if perhaps we shouldn't also have

as part of the consideration criteria^ the selection of the standard

and what it would mean in terms oi job creation and maintenance

in the United States. This seems to be left out of the equation.

I see my time has run out, but perhaps I could send you a letter

on this, so you could consider this and respond in writing.

Mr. Reich. I certainly would.

Senator Harkin. Thank you very much.
The Chairman. Senator Mikulski.

Senator MiKULSKl. Thank you. Senator Kennedy.
Dr. Reich. I look forward to supporting your candidacy for the

Secretary of Labor-work force position, and I do it with eagerness

and I do it with enthusiasm.
I recall with a great deal of fondness the retreats that we have

been on In which we have gone over these issues and read piany

of your works, and I think you are the right person for this job at

this time. ^ x i_ t^ t»
Senator Pell referred to another Secretary of Labor, Frances Fer-

kins, who was the first. I view that this time is as much of a defin-

ing moment as when Frances Perkins took over this job, and many
of the issues are parallel. The difference is the American economy.

When Frances Perkins became the first head of the Department

of Lalx)r, we had new immigrants coming into the work force, many
of whom could not speak English. Many women were also coming
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into the work force, like Rosie Schneiderman who was one of the

great union leaders and advocates of creating the Department of

Labor. She was concerned about the Triangle Shirtwaist fire, in

which women were killed because of the lack of occupational safety.

So we could go through all of those issues, but that is what
Frances Perkins found, and the issues sound remarkably similar

today. The difference was the American economy was expanding

and expanding in a robust way and, therefore, the needs of the

workers were treated in almost a cavalier way.

In this defining moment, employers, both public and private,

large £Uid small, talk about the need for work force readiness and
the need for workers also to have a work ethic. But what is often

left out in their conversations is workplace readiness, the work-

place readiness for the new dynamics of the work force.

We now have many people coming in who cannot speak English.

Ford Motor Company, in Senator Simon's hometown of Chicago,

tells us tihat there are 42 different languages that are spoken on

the factory floor.

We also have the fact that women are in the work force and they

will be here to stay.

Could you share with the committee really what your overall

plan would be for workplace readiness? As we get the workers

ready for the jobs, I truly believe the work force must equally be

committed to change, as we are for the training of the workers

themselves.
Mr. Reich. Senator, I couldn't agree with you more. Again, train-

ing workers, trying to do it through mandates, through particular

grants is fine, but we also need to have a work force that is ready

and a workplace that is ready to take those workers.

It is interesting to me that the high-performance work organiza-

tions of America, those companies that are doing the best are doing

the best jobs with regard to all of the issues we have been talking

about this morning.
The question that I have in my head—and I don't have any easy

answer, I don't have an automatic answer for you, I think it is

going to be a multipronged strategy—is how to get the rest of

American business to imderstand that profits and productivity rest

in treating their workers as their most precious asset, understand-

ing that a corporation is not a collection of financial resources, it

is a collection of human resources. Many companies do that. The
best companies do that.

But again, I am going to be working on a strategy with all of you,

hopefiiUy with the States and with private corporations and aiief

executive officers, to try to develop a broader understanding and a
broader consensus with regard to that issue.

Senator MncuLSKl. I know a l^e part of that conscious raising

will be done by the President himself and certainly by our very

able Vice President.

When we talk about the attitudes toward workers and the mech-
anisms needed in place to welcome them, we are talking about very

specific things. Our colleague Senator Dodd talked about family

leave, the whole issue of day care and child care. Senator Duren-
berger and I and others met with business about actual language
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training in the workplace, the whole idea of literacy, tech prep, and
those things that did help.

But one of the things that is also overlooked is the issue, of big-

otry and how bigotry is worked out. We act like there is bigotry in

American society, but then we don't look at the segments where
bigotry is acted out.

Probably the most crucial place where negative stereotypes are
acted out is in the workplace, and those stereoWpes usually are al-

ways based on race, gender or another type of physical condition,

as you and Senator Harkin just discussed. I would hope that that
also would be one of the issues we look at, not only in terms of ac-

cess to employment, but the very nature of the environment of the
employment. Of course, an area that I would be particularly inter-

ested in is in the area of sexual harassment, wnether that occur
in any institution within our society, whether it is that workplace,
this workplace or any workplace.
So we know that we are not looking for a laundiy list, but I

think this is a tremendous opportunity, and I think Frances Per-
kins, her memory, and this would go well. We hope that you would
note that.

I don't know if you want to comment on that.
Mr. Reich. Well, just to imderscore many of the points that you

made, Senator, discrimination against women in nontraditional oc-

cupations is particularly of concern to me. Discrimination against
women, minorities and disabled is obviously of concern to us all,

and the best companies are not doing it. We have to root that out.

We have to deal with that issue.

Senator MiKUlSKl. Thank you very much.
Thank you. Senator Kennedy.
[The prepared statement of Senator Mikulski follows:]

Prepared Statement of Senator Mikulski

rd like to welcome, Robert Reich, the Democratic nominee for the
Secretary of Labor to tJbe U.S. Senate this morning. The job of the
Secretary of Labor is one of the important leadership positions that
a person can hold in America in this decade.

I have had the pleasure of meeting Bob Reich. He is a smart and
personable man who I believe is well qualified to do the job. His
scholarly imput and sensitivity to work force issues will add new
life to the Department of Labor.

In a nutshell, America is going to need every able bodied person
educated and trsdned for a skill or profession if we are to compete
in the 21st century.
The skilled, unskilled, men and women, and, of course, our

youth.
And then there are what I call the older more mature workers

—

aged 40 and over who have veiy special needs. Many of these peo-
ple want to improve tJieir skills ana become a part of the new tech-

nology age.

Our efforts will be needed in several areas. One of the most im-
portant is to figure out how to retrain our work force for the new
high tech world.
We know we've got a number of unskilled workers, especially

youth that need our attention.
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But we've also got skilled workers who cannot find employment.
There are blue-collar workers who have worked all their adult life

at the steel mill who cannot find a job. These people need help too.

Our Nation's schools, especially the community colleges, have
taken on the responsibility of retraining our work force for alter-

native careers. Our community colleges have done a wonderful job

at helping them.
The Department of Labor can continue to support these kinds of

efforts by working with the other departments like the Department
of Education and Health and Human Services to make the country
the best it can possibly be.

I am confident that Bob Reich's ideas will be able to energize the

Labor Department so that it can address these issues.

The Chairman. Thank you very much.
Senator Wellstone.
Senator Wellstone. Thank you, Mr. Chairman.
First of all, it is getting late, so I am going to be relatively brief

and move right along. I, too, am really pleased to serve on this

committee with the ranking minority member, Senator Kassebaum,
who I think, even when we are not in agreement, has a wonder-
fully supportive style of leadership, and I really look forward to

working with her, and I welcome Senator WofFord.
It is the pits, isn't it, Harris, to be at the end of the line in this

committee process? [Laughter.]

I have asked the Chairman to think about some standard of fair-

ness, and so far we just haven't gotten anywhere, but maybe now
we will have two advocates for reform
Did you want to respond, Mr. Chairman? I knew he was going

to respond.
The Chairman. When I was a junior member of the Judiciary

Committee, Sam Ervin asked the Attorney Greneral two and a half

days of questions before I got a chance to question him, so consider

yourself very lucky. [Laughter.]

Senator Wellstone. I consider myself very lucky. [Laughter.]

Let me, first of all, say that I think to talk about the memory
of Frances Perkins is right on the mark. When I heard "Professoi^

Reich, that sounds good to me. Secretary of Labor sounds even bet-

ter, and I am just very, very honored to support you for this posi-

tion.

Also, when I heard you talk about how honored you were, it just

felt right to me, and I believe you will be the kind of Secretary of

Labor who will do well for the American work force and for people

in this country. There is just absolutely no question in my mind.
The second point I want to make is, having read many of the

books you have written, assigned a good many, and many of the
articles that you have written, as well—^I am just trying to butter
up to you, you know. And having heard you speak about paper en-

trepreneurship, and about how not all debt is created equal, and
about the importance of strategic investment in the economy, and
then being in an audience and hearing you say, "I used to be six-

six, until I started worrying about the economy," I knew then you
were my choice to be Secretary of Labor. [Laughter.]
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On a more serious note, since lots of questions have been asked,

I am going to highlight my concerns and I am going to put ques-

tions toyou in writing, if that is all right.

Mr. Chairman, I also have a statement that I would like to have
included in the record.

The Chairman. It will be included in the record.

Senator Wellstone. I would like to emphasize the question or

questions that were raised by Senator Metzenbaum about the

North American Free Trade A^eement. I would also like to em-
phasize the question I understand Senator Simon asked about

lalx>r law reform, that is to say some kind of balance of power be-

tween labor and management, which I think is so key to a really

productive working relationship. I intend to explore these issues

with you further in the near future.

I don't know that Senator Durenberger mentioned this, but we
both come from a State that is doing an awful lot in health care,

and I think everybody on this committee is committed to universal

health care coverage, but the ERISA problem and exemption and
whether or not States can move forward with flexibiHty with their

own models is something I look forward to working with you on.

Finally, I think Senator Kennedy's opening question, if you will,

was right on the mark, because when I heard you emphasize. Pro-

fessor Reich, that it is important that we not educate and train

people for jobs Uiat do not exist, and when I heard an emphasis
on creating jobs in our economy that people can count on, that is

to say jobs widi decent wages and decent fringe benefits, it occurs

to me, yes, there is a budget deficit, but there also is an investment

deficit, and I dearly hope we won't put that in parentheses, we
won't put that in brackets, because I think it is so key to what we
need to do for our economy.
This all leads me to just two quick questions. One, how do you

see yourself working with the small business section? I am on the

Small Business Commimity and I really love serving on that com-

mittee, and we read often about how small businesses create many
of the jobs in the economy, and I think we all agree on the impor-

tance of home-grown economies, with local entrepreneiirship, witii

business people living in their communities, and working in their

communities. How do you intend to work with the small business

community around this goal of an economy that generates jobs that

people can count on?
Mr. Reich. I want to work. Senator, very, very closely with the

small business community, I emphasized m my opening remarks
my particular sensitivities, going back to my own roots with regard

to small business. The small business community very often has
felt, and I think appropriately felt, that government was imposing

some burdens on them that perhaps were unfair or disproportional.

I want to work with them. I want to have a very, very close work-

ing relationship with small business. That is very high on my agen-

da.
Senator WELLSTONE. The second point I guess I would like to

ask, this question I beheve was raised by Senator Pell, but just to

take it a bit further: Where do you see the Department of Labor

and yourself fitting in, or what kind of role do you see yourself

playing in relation to this monumental challenge before us, which
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is that we don't just sort of spit people out of the economy as we
see fiirtJier reductions in the Department of Defense Budget? I

mean where do you see the department fitting into this?

Mr. Reich. I see ideally a very close working relationship, per-

haps a task force itself between the Department of Labor and the

Department of Defense, perhaps the Department of Education and
also Commerce. There have been a number of discussions, I know,
here on this committee and other committees in the Senate and
also in the House on putting together such a unit. That seems to

me to make enormous sense, so you have the institutional capacity

across departmental lines to deal with these problems, which really

in fact do cross departmental lines, so that you have the capacity

to deal, for example, on the one hand, with defense cutbacks, but

worry simultaneously about the training and the jobs that people

are going to get at the other side.

Senator Weli^tone. One set of concerns that I did not highlight,

I just want to be on the record on this. Senator Metzenbaum, I be-

lieve, talked about the record of the decade of the eighties, if you
will, in relation to occupational health and safety, which I think all

too often people who are environmentalists forget that is part of

the environment, and I don't think it is a record that we should be
proud of. I would like to emphasize that I think we have some im-

portant legislation on the books, some proposed legislation on the

books that I hope we will get your support for that would really

lead to a healthier and safer workplace, which I think is just a
basic human rights question.

My last question for you, or maybe it isn't even a question. I am
just thinking out loud, and I think you already have written some
of the articles that deal with this, and I would just like to tap into

a little bit of your thinking. The school-to-work readiness transition

that you talk about and the over 50 percent of the population,

women and men that don't go on to higher ed, my only concern

about that is the extent to which it might evolve into the worst

kind of tracking. Have you given any thought to that in some of

your writings, some of your speaking, some of your thinking about
it?

Mr. Reich. I certainly have given thought to that danger. Sen-

ator. If we create school-to-work programs, whether they be ap-

prentice-like programs or other career possibiHties for people who
are not going on to 4-year colleges and imiversities, and we create

enough alternative paths, it seems to me that we avoid the stig-

matization to which you are referring.

I am very familiar, for example, in Boston, we have a numJt)er of

programs—Pro Tech, Mr. Chairman, you may be aware of that

—

in which you take yoimg people out of high school, and the bixsi-

ness community is very actively involved. There are jobs waiting

for those people. They get paid for part-time work while they are

imdertaking some training in a junior college or a vocational or a
technical institution. Given the fact that there are jobs waiting for

them, there is certainly no stigma, because those companies and
those institutions that are creating the jobs are, in fact, supporting

partly the job creation and the training that goes along with it.
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That is a kind of a program. I am not saying that is the nec-

essary only model, but that is the kind of a prc^am that I think

we need to encourage around the country.

Senator Wellstone. Mr. Chairman, I don't think I want to take

any more time. I have a set of questions I would also hke to submit

to Professor Reich dealing with community service and the ways in

which you midit be thin^g about that, as Secretary of Labor.

I just would conclude my questioning not with a question, but
anoUier comment, which is that one of the books that Professor

Reich wrote was "The Power of Public Ideas." I really believe that

Robert Reich epitomizes or personifies the power of public ideas.

I'm looking forward to voting for his confirmation.

Thank yoiL
[The prepared statement of Senator Wellstone follows:]

Prepared Statement of Senator Wellstone

Mr. Chairman, I am delighted to join my colleagues on the com-
mittee in welcoming Robert Reich as President-elect Clinton's

nominee for Secretary of Labor. His long and distinguished career,

in academy and in government, has uniquely prepared him for this

office. His has been a clear and sure voice for public investment in

human capital—^in real people, with real jobs trjdng to support real

families. His longstanding and fierce commitment to people, and to

the American work force, make him exactly the right person for

this critically important cabinet post.

I have read and admired his work—much of it seminal—^for

many years. As a former educator, I am acutely aware of how rare

it is that voices from behind the walls of the academy are taken

seriously by policjrmakers. Robert Reich is a notable exception to

that rule. Especially in his more recent landmark works, "The

Power of Public Ideas" and The Work of Nations," he has made
a profound and lasting contribution to our thinking on the need to

acHress our longstandmg problems of rising inequality, falling real

wages, disinvestment in our people and our infrastructure, and a

weakening of our international competitiveness.

Mr. Reich has arcued that we must revamp our spending prior-

ities in the face of mis pxinishing recession and in the wake of mas-
sive and historic changes in the world and in our post cold war de-

fense posture. He has been a strong supporter of Federal programs
to provide economic conversion assistance to communities and fam-

ilies hard-hit by defense cutbacks—a major challenge in the next

5 years.
Americans recognize that a nation cannot be strong imless it is

prosperous. And that means empowering its people to succeed eco-

nomically. The economy, education, health care, job training, jobs

—

these are the central concerns of people's lives. They have been
thrust onto the American political agenda by the people them-
selves. Americans are insisting on quality affordable health care,

on education and job training, on investment in job creation, and
on security in retirement from efforts to weaken or suspend their

pension and health plans.

For too long, Americans have waited for effective Presidential

leadership on the economy. President Clinton, with the help of

leaders like Robert Reich, will provide urgent economic stimulus to
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help restore economic growth and rebuild America's twenty-first

century work force. I look forward to our discussion today, and to

working with Secretary Reich on these and other issues central to

the lives of working Americans.
The Chairman. Very good.

Senator Wofford. Harris, we are glad to have you here.

Senator Wofford. Thank you, Mr. Chairman.
I do consider myself lucky, except to be sitting after my eloquent

professor populist from Minnesota.

Thank you, Mr. Chairman and colleagues, for your warm wel-

come. When I consider the creative work, and the legislation that

has come out of this committee in years past, I feel proud to be on

this committee. I suppose I should say I feel humble to be-on this

committee, but, as Golda Meier said, I am not great enough to be

humble.
I am very happy to be on this committee. There is supposed to

be no place like home, and for me, knowing what you have done

in tihe past and what we may do in the future, this committee feels

like that. In any case, it is the place I most wanted to be, except

perhaps in Bob Reich's Harvard classroom.

Though I am very delighted that the President-elect has drawn
this man of ideas into the field of action again, and I feel lucky to

be here to try to help him as he turns his words, his good words

into flesh. I can not think of a Secretary of Labor who would be

better than the choice by President-elect Clinton.

I want to inform this committee that the people of Pennsylvania

claim Bob Reich as one of their own, because he was bom in Scran-

ton. He is a native Scrantonian, and our Commonwealth claims

him.
I also have one other thing in common with him, that I was

viewed as a surprise appointment when Governor Casey enlisted

me to be the Pennsylvania Secretary of Labor and Industry. And,

Bob, those four and a half years were the most interesting and re-

warding years of my life to that date. I think the next 4 years for

you on this far larger stage are going to be the same.

I also got some first-hand insights, a head of steam on things

that ought to be changed in the U.S. Department of Labor, having

been on the receiving end of that U.S. Department of Labor. I will

ask a few of those questions today.

One has to do with labor-management cooperation. When vou
were in Pennsylvania last at our governor's seminar, you taUted

some then of emphasizing it. We told you some of the things Penn-

sylvania was doing to earn a reputation as a State pioneering in

labor-management cooperation and participation, in the public as

well as the private sector. I think I told you about how much help

we had been getting from the Federal Department of Labor's Bu-

reau of Labor Management Relations smd Cooperative Programs.

But then in the years after that, more and more, that helped dis-

appeared, as that bureau seem to have been abandoned by the

leadership of the department. I would be very interested in wheth-

er you have done any thinking yet on whether to revitalize that bu-

reau and how you think the department and you can give very high

priority and leadership to earning a reputation, making a reality
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of labor-management cooperation in private and public sectors in

this country.
Mr. Reich. First of all, Senator, let me just reiterate how abso-

lutely pleased I am to be working with you, to have the opportunity

to work with you. You have been on the front lines, you have been

Secretaiy of Labor at the State level, you know what the receiving

end is Hke, and I am going to be sitting at your feet learning every-

thing I possibly can about that Federal-State relationship, because

that is where the action is.

People down there at the receiving end, they have got to know
that the Federal Government and the States are working together.

The States are doing some extraordinary things. You did some ex-

traordinary things.

The Bureau of Labor Management Relations and Cooperative

Programs, I have looked into it a little bit. It seemed to me that

it was doing a very good job and a very useful job.

The question in my mind—and again, I am reluctant to commit
before I am actually there on site and I can see what is needed to

be done—the question in my mind is whether you want a separate

bureau that looks at these very, very vitally important issues, or

whether you want everybody across the entire agency—^in pensions,

in employment and training, in occupational safety and health, in

fair labor standards—^all of the entire staff to be sensitized and
working aroimd and with and Uirough the questions and issues of

labor-management relations and cooperation, and I am going to try

to see the best organizational form for accomplishing that.

Senator WoFFORD. Certainly, safety and pensions are areas of

great concern in labor-management cooperation. That leads me to

my second question. Not only is there increasing insecurity about

pensions and the fiuiding thereof and waivers for the funding and

the like, but the health care benefits beyond pensions are now in

tremendous jeopardy. Because of a recent case and because of the

accounting standards changed by the Financial Accounting Stand-

ards Board which require that companies show on their financial

statements tlie fixture costs of health and other nonpension bene-

fits, some companies are making a one-time charge and some are

amortizing it. Others are using this as the opportunity to terminate

their healtJi care benefit plans for retirees, and this is adding fiir-

ther reason for health care reform, for a comprehensive universal

health insurance system.
I hope you are going to be in the front line of helping to shape

that, but have you given any thought to what could be done, even

in the interim before we enact that, to stop this process of taking

health care benefits and rights away fi'om people to whom they

were promised?
Mr. Reich. Senator, I have given a httle bit of thought to it.

Much of it is in litigation now. There is a great deal of foment

about contract, whether and to what extent companies actually did

promise to maintain these health benefits.

I am concerned, as well, as you alluded to, about the Pilot Life

decision, which suggests that ERISA, the Federal Pension Act, pre-

empts all of the States' acts with regard to health benefits. That

sale of preemption strikes me as simply too broad. Again, I am re-

luctant to commit myself too much at this point, because I want to
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know more, but that is definitely an area that we need to explore

careftillv.

Senator Wofford. Well, I hope you put the cartoon up in vour

office that I saw recently of the personnel officer hiring somebody
and saying, "Now with all of these health care benefits, you realize

that no salary goes with this job." [Laughter.]

Last, a Frances Perkins' question: I think if Frances Perkins

were here, she might say that one of the first things Franklin Roo-

sevelt called her mto his office to ask her to do was to organize

what became the Civilian Conservation Corps. I believe in his first

week in office, he said there are 500.000 unemployed youn^ men
on the streets, dropped out of school, I want those boys m the

woods, and 10 days later she had a plan and a message went to

Congress. By the end of his first month in office, in its first 30

days, Congress enacted a one and a half page law establishing the

Civilian Conservation Corps. He set a quarter of a million boys in

the woods by the end of summer as his goal, and by the end of

July, 4 months later, 300,000 young men were in 1,300 camps,

some of them run by then Col. George C. Marshall.

I know you are aware of things that have been done at the State

and local level in Boston, Pennsylvania, and in Maryland, for youth

service corps, little versions, and different varieties of CCC pro-

frams. Some of tihem bring the college-bound and the noncollege-

ound together in a way mat breaks those stigmas and produces

real int^ration in the City Year program in Boston.

I thiiJc if Frances Perkins were here and looking at the State of

youth, particularly in our cities in this country, but all youth, I

would say, and looked at the $1.5 billion or more than $1 billion

mandated youth programs under the Job Training Partnership Act

and other programs, I think she would say isn't there a real idea

here waiting to be turned into flesh, turned into action.

This is another area where I hope you will be in the fi-ont-line

of helping to shape the President-elect's national service program,

and will Took to tiie bill that this committee played such a leading

role, and the Chairman did and Senator Mikulski, in administering

the National and Community Service Act of 1990. It has produced

the base on which I think you could take a quantum leap in asking

and giving the opportunity to all young people to engage in commu-
nity service in effective ways.
Have you given new thought to this? I know when we last saw

you in Pennsylvania, we told you how the economic development
partnership there had recommended that more than half of the

youth programs of the Job Training Partnership Act, a billion and
some dollars, should be in youth corps form, and they have been
very slow to the private industry coimcils in Pennsylvania and in

this country have been relatively slow in moving in that direction.

Do you have any thoughts of how you might give leadership in this

area?
Mr. Reich. Senator, national service is an idea whose time, in

my opinion, has come. I spent last week, most of the better part

of a couple of days, with the City Year people, going through a pro-

gram that is absolutely marvelous in all the ways you said—bring-

ing young people together of different socioeconomic groups for a
year of preparation, paying them along the way, giving them a
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$5,000 award at the end, and having an extraordinary effect on
troubled youth and poor youth, and again, crossing socioeconomic
barriers.

Senator WOFFORD. And college-bound youth.

Mr. Reich. That's ridit; college and noncoUege.
So it seems to me that that model and other models—not exclu-

sively that model; I know in Washington, DC there is a different

variation, and I have observed variations in other cities—but that
model of getting different youth together from different socio-

economic backgrounds and providing them with a goal and an ave-

nue to get out of their current plight and get on the wav toward
a better education and better training is precisely the kind of thing
we want to do.

We want to integrate that with apprenticeship-like programs.
The next step is to ask when they finisn that program, what next?

Senator Wofford, Our corporate leaders and labor leaders in

Pennsylvania concluded that the same qualities you want in the
work lorce of the fiiture, the entering work force, of teamwork, ini-

tiative, responsibility, are qualities you learn in well-organized

corps of this kind.
Thank you very much.
The Chairman. Senator Kassebaum.
Senator Kassebaum. Thank you, Mr. Chairman.
I have iust two brief further questions. One is on job training,

going back to that. Press reports have indicated that perhaps you
are reconsidering how strong your support would be for a 1.5 per-

cent payroll tax at this time that would be a mandate to pay for

retraining workers. Could you verify that, or what are your
thoughts at this time on mandating a pavroU tax?

Mr. Reich. Senator, there is absolutely no backtracking on this.

President-elect Clinton repeatedly stated through the campaign
and still believes, and I believe also, that companies should dedi-

cate at least 1.5 percent of their payrolls to training their workers.

This is not a tremendous, onerous obligation. Most companies do
this already. Tliis is far less than other countries would expect. It

is a goal, and I intend to do everything necessary to achieve the

goal.

Senator Kassebaum. Second, before initiating any new job train-

ing programs, would you consider conducting a comprehensive sur-

vey of uie programs already in place and tiy to evaluate those in

the light of duplication of programs and administrative costs?

Mr. Reich. One of titie goals I have. Senator, with regard to these

training programs is to try to integrate them. As I said before,

what I see—and again, this is a very preliminary view—but what
I see is a vast array, 125 different programs targeted to specific eli-

gibility criteria, specific benefits. It strikes me at first glance that

there must be some way of integrating them and providing a com-
prehensive approach. But I am very much looking toward the guid-

ance of this committee and other members in terms of how to do
that.

Let me return, though, to the first part of your question—do you
wait before you provide any new initiatives or suggest any new ini-

tiatives? Well, what worries me about waiting is that the problem
of the dislocated worker and the problem of the school-to-work
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transition is so large that I would hate to use simply a review as

a delay for doing what has to be done. Both have to be done, and
I intend to do both.

Senator Kassebaum. I was encouraged when we were visiting

earher before the hearing started about your knowing the Sec-

retary-designate for the Department of Education, Governor Reilly.

And of course, education and labor do have to work closely to-

gether. In the past there have been some turf problems, as there

tend to be here in Washington, but I think the greater the coordi-

nation between departments, the better, and that will be useful.

My second questions regards the family and medical leave legis-

lation. There is no doubt that that is going to pass and that it will

be signed into law. I have raised some questions about imposing

this type of mandate on the business community, even though I

certainly beUeve that in the work force of the future, an employer

needs to look at the flexibility necessary to meet family and medi-

cal problems and should provide that leave.

But I would raise the question, should employers at least be com-

pensated for the fixed costs of carrying employee benefits while the

employee is not working? If we beueve this is important enough to

mandate, then should we not be wilUng to also pay for that? And
I know that tax credits have been suggested before, but unlike past

proposals which suggested credits instead of mandating leave, I

would wonder about extending credits to provide for tne health

plans and the pension plans for an employer who then would carry

those during a time of leave.

Mr. Reich. Senator, all I can say is—and I want to reiterate

this—that President-elect Clinton is fiilly supportive of the Family

and Medical Leave Act and intends to sign it. You raise a broader

set of questions having to do with using carrots and sticks with re-

gard to the workplace of the fiiture

Senator Kassebaum. Yes. That's why I liked your comment re-

garding something else on carrots and sticks.

Mr, Reich. —and undoubtedly as we move to that high-perform-

ance workplace, the workplace that is exemplified by the best com-

panies already in this country, the question in mv mind is what
combination, ultimately, of carrots and sticks and persuasion we
want to use. I want to work with the business community, but the

business community is going to have to collaborate as well. Labor

is going to have to collaborate. We have got to all roll up our

sleeves and do it together.

Senator Kassebaum. Well, I agree. I guess I am just asking if

this is important enough that we mandate it from here, is it then

not important enough to pay for.

Mr. Reich. I think it is time
Senator KASSEBAUM. Who pays for it? Do we, or do the employ-

ers?
Mr. Reich. If you look aroimd the country at the best-managed

companies, Senator, they are already doing it; they are paying for

it. If you look at other countries as well, those employers are pay-

ing for it. This is not in my view, my humble view, an unreason-

able requirement.
Senator Kassebaum. You are right about that; the lar^e compa-

nies are. It is the smaller and the middle-sized companies that I
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worry about. And I think, frankly, if we are going to do this—we
have excluded, of course, 50 employees or less, who many times are

the very ones one needs to reach—I am simply saying if we are

going to mandate it, let's also be willing to pav for the credits that
could carry on down to employers who would have far fewer em-
ployees than that as well.

I will be suggesting that at a later time when we get into that

on the floor.

And just a further addition, because it has been interesting to

hear about Mrs. Perkins and the American economy. But you know
today, I think what we are missing, too, is not only how the Amer-
ican economy has changed, but we are also very much a part of a
global economy, and that is a factor that influences so much of

what we do today in our desire to be competitive.

I certainly look forward to working with you, Mr. Reich. I think

you will bring a great deal of challenging thoughts and provide

some real stimulus to discussions which will be important for us
in shaping a labor force for the next decade and into the next cen-

tury.

Mr. Reich. Thank you. Senator, and if confirmed, I very much
look forward to working with you as well.

Senator Kassebaum. I doiibt there are any doubts about con-

firmation.

The Chairman. Thankfully.

Just to comment very briefly with regard to some of the ques-

tions that were asked of Mr. Reich, I think it is important to keep
in mind the fact that every new entry into the job market today
is likely to change their job eight times over the course of their ca-

reer.

When you were a shipfitter at Quincy Shipyard 180 years ago,

you were a shipfitter, your son was, and your grandson was—or
rarely, your daughter or granddaughter—but that was the fact.

Now we live in a world of rapid change.
It is also interesting to hear some of our fiiends ask how we as

a nation are possibly going to be able to do all of these things for

workers families that we are talking about. Our European competi-

tors manage to do it. They have parental leave. They have longer

vacations. They have greater benefit packages in terms of fiie

range of social benefits. They have employer-employee committees.

Many studies indicate they have fewer industrial accidents. They
pay more in terms of average hourly manufacturing wages, and
they are still outperforming us in a number of product markets.

Clearly, something is happening over there.

And I think one of the things, as you have pointed out, which is

not the only answer but is an important factor, is the investment
these countries make in the continuing training of there workers.

I welcomed your very clear response on that issue.

We asked Bill Brock, a RepubHcan from Tennessee—^former

chairman of the Repubhcan National Committee—we asked him,
"Do you favor requiring businesses in this country to invest an
amount equal to 1 percent of there payroll in workers training?"

'^0, Senator," he said.

"Why notr
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"Because it ought to be double that," he said And the great ma-
jority of the Republicans who served on the commission that wrote
the American's Choice" report agreed with him.

Hopefully, we will, in this new partnership with business and
public, be able to try and find ways of looking at many of these is-

sues, and seeing where we can make progress, because I think if

we get locked so much into both the rhetoric and the positions of

the past—and certainly, Fd include myself—then we really aren't

going to do the kinds of things that President-elect Clinton wants
to do.

Just a final, brief question and another comment. We haven't

talked about minimum wage here today. One of the most important
parts of our whole social compact has been the guarantee of the

minimum wage, that any American who wanted to work 40 hours

a week could get a job and earn enough to provide for his or her
family, and live in some respect and dignity in this country.

Until recently, it hadn't really been a partisan issue. Dwight Ei-

senhower fought for an increase in the 1950's, he was able to get

it, but he nonetJieless supported it. President Nixon supported it.

Harry Truman supported it. Democrats and Republicans supported
it. The only time we couldn't get bipartisan support to increase the

minimum wage was in the ISSCys. We had to settle for what many
thought was a completely inappropriate compromise, to get the

minimum wage up to $4.25 in 1990-91.
We heard during that time, during the debate on the floor of the

Senate, how this was going to add to inflation and how it was going

to add to unemplcjonent. I have yet to see one statement, one study
that would indicate that that very small increase up to $4.25 has
resulted in anv job loss or been a factor in any inflation. But if we
go for any furtner increase in the minimum wage, those who fought

the last increase will no doubt oppose it again. At a time when we
are seeing corporate CEO salaries in industry after industry going

up 400 or 500 times, they will say, "We can't afford it. We just can t

afford it."

This is a question of decency and fairness, and it has also become
an issue which disproportionately affects women in our society.

Close to 70 percent of those who are receiving the minimum wage
are women, trying to provide for themselves and for their families,

and many are Hving in poverty. And what is happening is that

other taxpayers are basically siH)sidizing those companies and cor-

porations that aren't pajdng the minimum wage, because those
workers are eligible for food stamps and other government assist-

ance.
I am not asking you whether the first piece of legislation the

President is going to send to the Congress is going to be to increase

the minimum wage, but I would ask you as a person who obviously

has a strong commitment to social justice for your comments on
this issue.

Mr. Reich. Let me just say, Senator, that to underscore your
point, my colleagues, particularly Larry Katz, an assistant profes-

sor of economics at Harvard, have done a number of studies show-
ing that that increase in the minimum wage up to $4.25 in fact did

not decrease employment; it had relatively no effect on employment
opportunities.
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The minimum wage has dropped in real terms, as you know.
President-elect Clinton during the campaign tsdked repeatedly
about the importance of a combination of increasing the minimum
wage and increasing and extending the Earned Income Tax Credit.
And what we need to do, and I think we are all in agreement on
this—and again, this is both the jurisdiction of this committee and
the Department of Labor, and it also extends beyond—^what we
need to do, it seems to me, is to make work pay. One of the great
tragedies is that we have a growing number of people working full-

time, as you said, working under the poverty line.

The Chairman. Well, I couldn't agree with you more on the need
to do a combination of those two tlungs—to increase the minimum
wage and increase and extend the Earned Income Credit for those
with larger famiUes. The key, obviously, is some blending in terms
of these two approaches.
Are there others? Senator Pell.

Senator Pell. I'd like to follow up on this question of
codetermination, meaning the presence on boards of directors of
labor. You have mentioned several times in the course of this hear-
ing the importance of labor and management working together at
the workplace. Why is it that your imagination would not bring up
not just at the workplace, but at the board of directors as well?
What is the inhibition that holds us back? Shouldn't we march
down this road and make a positive effort or demarche on the part
of the new administration?
Mr. Reicjh. Senator, I don't quite know what the inhibition is. As

I consult with companies and look at particularly many of the tech-

nology companies, you see that your workers, even workers who
are not very highly skilled, have bonuses, they have a great deal
of input into the company, companies are listening to them. I don't
know why there is as much inhibition in some companies as there
is in bringing workers into the decisionmaking process, considering
the fact that those front line workers have the information; they
know about that production process better than anybody. They
know where the markets are. They know about that technology.

That is where your source of information is.

So I don't have an easy answer for you. Maybe you have a the-

ory.

Senator Pell. I don't, but do you see us moving in that direction?

Do you find yourself intellectually S3nnipathetic to that approach?
Mr. Reich. I see the best-run companies in America working in

a way that utilizes their employees and brings them into the proc-

ess.

Senator Dodd was telling me about one of your companies, Alle-

gheny-Ludlum. I think you referred, Senator, to the fact that it was
a unionized company, but you didn't even know where manage-
ment ended and the unionized workers began; they were workmg
together. They imderstood that they weren't each other's enemy;
the enemy was the competitors.

It is that kind of quality that we have to try to spread and bring
to the rest of American industry.

Senator Pell. I hope we can pursue this over the coming years,
and I intend to.
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Also, we have a network of labor attaches around the world.

Shouldn't they be instructed to see what methods of apprentice

training and community collies are in the countries to which they
are accredited by you—or, by the State Department, but they are

working for you—and make better use of these labor attaches?

Mr. Reich. That's an excellent idea. Senator.

Senator PELL. Good. Thank you.

The Chairman. Senator Metzenbaum.
Senator Metzenbaum. Mr. Reich, one of the smallest items on

your agenda, but one that has truly upset me much—12 years ago,

when Ronald Reagan took office, he came in and, in a preemptive
strike, fired all the PATCO employees permanently and said they

could never return to their jobs. If those employees had committed
murder at that time, or some other heinous crime, they would be
free, they would be walking the streets of America, and they would
be able to hold any job they wanted. Those employees have never
been permitted to go back to their jobs. I don't know if many of

them are still qualified and still able to do the job.

Can we have your assurance that you will at least take a look

at this problem and see whether there isn't some element of fair-

ness to permitting the PATCO employees to go back to work for the

Federal Aviation Administration?
Mr. Reich. Senator, Fd like to review that.

Senator Metzenbaum. I would appreciate hearing firom you. It is

a minor item, not a major one, unless you happen to be one of the

PATCO employees who were fired.

Last month, NBC in a major piece of work reported that the

Wall-Mart chain, which has had a long-running, "Made in the

U.S.A-" marketing campaign, actually purchases much of its inven-
tory ft-om foreign suppliers. According to NBC, American workers
have lost their jobs l^cause Wall-Mart has contracted to use cheap
overseas labor. In Bangladesh, for example, children as young as

9 or 10, according to that report, worked for less than 10 cents an
hour for as long as 20 hours a day to make clothing for Wall-Mart.

I am certain that Wall-Mart is not the only U.S. employer bene-
fiting ft-om foreign child labor. We know, for example, that many
U.S. firms are exploiting imder-age workers in Mexico's
Maquiladora zone.
What will you be doing as Secretary of Labor to address this

problem? Should we require manufacturers or retailers to certify

that their products were not made with child labor? What other
steps might be taken to protect those children who are being forced

to work in this manner in other countries?

Mr. Reich. Senator, I will be working with the United States

Trade Representative on this and other issues related to appro-

priate working conditions abroad and the extent to which the Unit-
ed States must set some appropriate limits to foreign working con-

ditions.

Senator Metzenbaum. Do you think there might be some value
in requiring retailers to certify that their products are not made
with child labor in foreign countries?
Mr. Reich. Well, I certainly want to look into it, Senator. Again,

I don't feel qualified at this point to commit one way or another,

but I want to definitely look into that issue.
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Senator Metzenbaum. One of the committee's top priorities in

the 103rd Congress will be OSHA reform. Althourfi we have made
some progress m reducing injury rates since OSHA was enacted 23
years ago, the rates remain appallingly high, with 10,000 workers
dying each year just from safety-related accidents and tens of thou-
sands more d3dng of occupational illnesses.

The legislation which Senator Kennedy and I introduced last

year womd streamline OSHA's standard-setting process and im-
prove the agency's enforcement authority. The Dill would also in-

crease the role of employers and workers by requiring safety and
health programs and joint employer-employee safety and health
committees.
Do you have any present views about the State of worker safety

and health in this country, and would you be willing to work with
us to reform and revamp the act at the same time, bringing about
a greater sense of efficiency and effectiveness in the Department
with respect to the law as it presently is?

Mr. Reich. Undoubtedlv, Senator, I am eager to work with this

committee in improving the performance of OSHA. You mentioned
the number of worker accidents and injuries. It is cruel to put it

in dollar and cents terms, but from what I have been able to gath-
er, we are talking about more than $80 billion a year in deaths and
injuries, and that doesn't even count the potential diseases, the
toxic eflFects.

There has to be some way to deal with this issue efficiently, and
I think that the bill that you and the chairman have been working
on is certainly a step in the right direction, and I look forward to

working with you on it.

Senator METZENBAUM. Good. Since 1980, our pension system has
begun to stagnate. The percentage of employers covered by pension
plans has remained unaer 50 percent and is not increasing. In ad-
dition, employers are reducing their pension contributions and put-
ting more of the burden on workers to save for their own retire-

ment. The number of pension plans requiring employer contribu-

tions has increased 400 percent since 1984.
Given the strain on our Social Security system, frankly, workers

need private retirement savings. Do you see the Department play-

ing a major role with respect to encouraging companies to provide
pension benefits to their workers?
Mr. Reich. Senator, as I said before, just to return to a major

theme that I return to, the best companies in America, the most
profitable, high-productivity, hi^-performance companies, are
making sure that all their workers have adequate retirement sav-

ings. The trend that I have noted and I am concerned about is ex-

actly the trend you have mentioned. Many employers are now mov-
ing to 401(k) plans, tax benefits for those workers who can afford

to put away their own savings, but not necessarily benefits for

woreers who cannot afford it. Tnat may exacerbate the same gap
in wages and benefits we have seen in many other respects.

So Siat I am very, very eager to work with you and other mem-
bers to try to come up with some solutions for that problem.

Senator Metzenbaum. On that score, during the Reagan-Bush
years, the Labor Department was a nothing with respect to setting

pension poHcy, and the Treasury Department made all of the rules
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and all of the decisions. As you know, you will become head of the

PBGC. Do you see yourself taking a leading role in setting national

pension policy as the Secretary ofLabor?
Mr. Reich. Well, certainly I will be working very, very closely

with, if confirmed, Secretary-designate Bentsen on these issues.

One of the first things I want to do is get the facts about the Pen-

sion Benefit Guaranty Corporation. I have heard a lot of different

reports about the extent to which there is a deficit there and the

extent to which that deficit is going to grow if pension plans are

underfiinded. We need to get me facts before we make any deci-

sions, and I want to m^e sure right away that we get the appro-

priate facts.

Senator Metzenbaum. Over the past several years, the inspector

general for the Department of Labor has been extremely critical of

the Department's weak enforcement program. Frankly, I have been

a strong supporter of the inspector general and his efforts to draw
attention to fiie Department's flaws. The Department generally has
been reluctant to work with its own inspector general or to heed

his admonitions.
My closing comment is that I would be hopeful if you would sup-

port a strong role for tiie Department's inspector general, and I

would hope uiat you would see fit to work with him or her as the

case may be, rather than just fitting off any effort to cooperate

or any effort to modify the Department's programs or methods of

conducting itself. I think the inspector general of the Department
of Labor has been doing a good job but has been frustrated.

Mr. Reich, I expect and I certainly hope for a good working rela-

tionship.

Senator Metzenbaum. And in conclusion, we hope for a good

working relationship with you, and I am sure that it will be. We
look forward to yoxir being confirmed and being on the job, I think

the American worker will benefit from it.

Mr. Reich. Thank you. Senator.

The Chairman. Senator Dodd.
Senator Dodd. Just very briefly, Mr. Chairman—and I am

pleased that my colleague the ranfing minority member, Senator

Kassebaum, is still here, because I wanted to respond just briefly

on the family and medical leave question, which is a question we
have debated at some length.

Just to State very briefly, I for one would not have bothered in-

troducing a bill 7 years ago, reintroducing a bill over the last sev-

eral Congresses, or even talking about a bill at this time, if in fact

what the Senator from Kansas has suggested were occurring. Ac-

cording to the most recent data, only 37 percent of female employ-

ees have maternity leave with firms that employee 100 or more
people. In late 1991, a Bureau of Labor Standards study showed
that in firms with fewer than 100 workers, only 14 percent of

women have maternity leave; only 25 percent of employers provide

adoption leave, and less than 4 or 5 percent cover paternity leave,

and only 36 percent of Fortune 500 companies allow sick leave for

children.

So itie fact of the matter is that despite all of the publicity and
attention to this issue over the last 7 years, there has been Uttle

change. You might have thought that the business community, if
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it were really interested in trying to do something about this issue,

would have worked to improve its record.

Last, the SBA conpleted a study of cost to businesses 2 years

ago—and I will just quote the conclusion of the study—^the SBA
said, "The net cost to employers of placing workers on unpaid leave

is always substantially smaller than the cost of terminating the

employee. Therefore, while there will be costs to firms mandating
leave by the Federal Government, these costs will be relatively

small as compared to the cost of terminating the worker who de-

sires the leave."

Again, the Congressional Budget Office estimated that if you ex-

clude whatever benefits accrue to the company by not having to re-

hire someone, it is two cents per covered worker per day. In fact,

AT&T claimed that they saved $15 million on an annual basis as

a result of their leave policy, and Aetna estimates a $2 million sav-

ing through its family leave policy.

So the assumption that there is only a cost associated with main-
taining health care plans is just not borne out by any data, includ-

ing studies done by the Bush administration, as a comparative cost

of firing someone and hiring someone new, or of even hiring a tem-
porary employee to fill the job.

I apologize for taking the time during your confirmation hearing,

but I wanted the record to reflect that tf I could.

And last, just to commend the President-elect on your choice,

Bob, for this job. We've got some exciting times ahead.
I would iust end on mis note, which I r^^ret I did not bring up

earlier, altnough it has been referred by other colleagues—and that

is the very legitimate notion of paperwork reduction. I think it is

important that we on this side of the aisle take note of this con-

cern, and to the extent possible work to reduce paperwork and the

cost of complying with various Federal regulations.

I have certainly asked people in my community when they have
raised that issue to give me examples of where they feel tnere is

either redundancy in the system or unnecessary information being

sou^t. I would be more than happy to transmit that information

to appropriate authorities in your Department to try to reduce

these unnecessary requirements. I do think it is an important ques-

tion, and people raise it with me all the time. And it serves every-

one's interests to see that those costs are kept down.
Again, congratulations on your nomination. I look forward to

supporting you.
Mr. Reich. Thank you.

Senator DoDD. Thank you, Mr. Chairman.
The Chairman. Senator Simon.
Senator Simon. Just three things, very quickly.

First, two of my colleagues indicated you have to be either an in-

vestment hawk or a deficit hawk. I am both, and I hope you are

both.
Senator DODD. You are a condor.

Senator SiMON. The reality is you aren't going to get the kind of

investment in this country that we ought to get unless we deal

with the deficit. And on the other hand, imless we put more of our

dollars into the investment side, we are not goin^ to deal with the

deficit the way we should. We have to deal with both of these
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things. You are nodding but that doesn't show up in the record. Do
you agree or disagree with that statement?
Mr. Reich. Senator, I fiilly agree with that proposition. But more

importantly—far more importantly—the new President-elect agrees

with that proposition.

Senator Simon. Second, you used the term "quality" jobs several

times and "better" jobs, particularly in your opening statement.

The reaUty is that we have seen a fairly sharp decline in manufac-

turing jobs. Service sector jobs pay about 64 percent as much as

maniSacturing jobs. This may be getting away from your base in

the Department of Labor, but obviously it has a great deal to do

with this. How do we encourage the development of the manufac-

turing sector in our economy?
Mr. Reich. Senator, the strategy for improving American manu-

facturing I tiiink has to be part of a package of efforts through re-

search and development, technology extension. President-elect Clin-

ton has developed a whole series of proposals with regard to small

business and technology extension.

But let me say something else. The distinction between manufac-

turing and services is beginning to break down as more and more
manufacturing becomes oriented toward engineering and market-

ing, and as more and more services have within them pieces of pro-

duction. The way that we have in the past classified these two

types of work may be less and less relevant to the jobs of the fu-

ture.

My concern is not so much that we are losing the old factory

jobs—that is indeed a concern—but that even where we have the

old factory jobs, they are paying less and less, or they are being

automated, or we are seeing higher and higher productivity in

manufacturing, but with fewer and fewer people. Well, that's not

a great gain.

Senator Simon. Talking about classifying—and your point is ab-

solutely vahd—one of the areas where I think there should be a re-

view is how we classify unemployment. To say that someone who
is working one hour a week is not unemployed is ridiculous. To just

eliminate the discouraged worker from the unemployment category

does not m^e sense. And the danger politically, of course, is if you
make reaUstic assumptions on unemployment, then for a new ad-

ministration, the figures suddenly become higher. But at some
point, some administration has to get hold of this thing so we can

f've people realistic evaluations of unemployment in this Nation,

don^ know if you have any feelings on that.

Mr. Reich. Well, I agree entirely with you, Senator, on that. One
of the great assets of the Department of Labor is the Bureau of

Labor Statistics. It has continued to be one of the government's

chief sources of information. Congress' chief sources of information,

about what is actually happening out there. And my intent is to

work very, very closely witn the professional staff and see if the

measures we have are appropriate.

Senator SiMON. Let me be more specific. Do you think that the

measure we now make of unemployment is a realistic measure?
Mr. Reich. No, because it does not include workers who are too

discouraged to look for work and also workers who are working

part-time who would much rather be working full-time—precisely
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the points that you were making. And as I tried to suggest, we
need a more comprehensive measure of where the labor force actu-

ally is, not only with regard to working, but also with r^ard to the

quality of those jobs.

Senator Simon. One final question. You mentioned you had a
friend in grade school who has been out of work for a year. As I

was reading my hoUday cards this year, one of the things that hit

me was the number of people who said, "Elaine has been out of

work for a year," or "Jim has been out of work for 3 months." You
are speaking not only to the members of this committee, but I see

a C-SPAN camera here; there are going to be people out there Us-

tening to you who are out of work. Just in kind of a generic way,
what kind of advice would you give to someone who has been out

of work more than 5 weeks? What should he or she do?
Mr. Reich. Well, there are several steps—^and again, this is veiy

presumptuous of me to do this because I have not directly experi-

enced the pain that many of these people are experiencing, nor
have I been in the Department of Labor to actually see what the

options really are. But since you asked the question, and because
there is an awfiil lot of pain out there, it seems to me that one of

the great enemies of obtaining a future job is resignation, just the

sense of hopelessness.
The economy is just bemining to turn around, based upon projec-

tions that I think are realistic. If we get to the point where we real-

ly are in a recovery, there are going to be a lot of iobs. The problem
may not be so much the jobs, but Qie quahty of the jobs that come
bacK, as I emphasized before.

There are programs out there. The Federal Government is spend-

ing almost $16 bilUon a year on training programs. Community col-

lies are a great resource in our country. If you have some spare

time, and if you cannot get a job right way, those community col-

lies are just a gold mine of opportunities for getting training and
getting a certification at the end of that training.

So I would urge people not to give up, to keep on trying, and to

get as much training and educajjon in the meantime as they pos-

sibly can.

The Chairman. Thank you. Again, I think the President has
made an excellent choice.

Thank you, Mr. Chairman.
Senator Dodd [presiding]. This is a unique opportunity for me.

Bob, now that I am acting chairman here—^if tiiere is anjrthing

you'd like to do. [Laughter.]

Senator Wofiford.

Senator Wofford. Mr. Acting Chairman, I have learned that the

last shall not be first, but I do believe that the first should be, as

they have been here, last. I do not want to do anything to keep our

Secretary-to-be from being at the table where these issues are

being argued—^in Little Rock, or wherever you are going for that

session. I would like to help you get there by withholding my other

questions now.
Senator Dodd. Senator Kassebaum, any fiirther questions?

Senator Kassebaum. Nothing further, Mr. Chairman.
Senator Dodd. Senator Simon.
Senator SiMON. No questions.



59

Senator DoDD. Again, Bob, we thank you immensely for your tes-

timony. There will be some questions submitted to you, and we
would urge you to get back as quickly as you could to us on those.

We look forward to moving your nomination forward expeditiously.

[Additional material follows:]
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Prepared Statement of Mr. Reich

I thank Senator Keny for his warm introduction. We have been

friends and neighbors for many years. I look forward to working

with him as he continues his commitment to work force issues.

My congratulations to Senator Nancy Kassebaum, who has just

become ranking minority member of this committee.

I can not proceed without acknowledging another friend. Senator

Edward Kennedy has based his distinguished career in public serv-

ice on fighting for health care, worker training and job creation. As
chairman of this committee, he brings not only an intellectual com-

mitment to tlie working men and women of our Nation, but an

emotional one as well.

I want to thank each of you for all the courtesies extended to me,

not the least of which is the speed with which you have scheduled

this hearing. If confirmed, it will be a privilege to work with all of

you.
Also, I want to introduce my wife, Clare. Our two young boys,

Adam and Sam, are back in Cambridge, at school.

Mr. Chairman and members of the committee, I am deeply hon-

ored to have been asked bv President-elect Clinton to serve as

America's 22nd Secretary of Labor. I have known the President-

elect for many years, and of his deep commitment to the issues on

which this committee has taken the lead over many years—the

education, training, working conditions, and living standards of our

Nation's work force.

These issues lie at the heart of our economy and our society. In

the emerging global system of production and distribution, our

work force in many ways is the Nation's economy. How we address

these issues in the years ahead will help determine the standard

of living of Americans.
I know that this committee is concerned about unemployment

levels which are distressingly high for this stage of a so-called re-

covery; the official unemployment figures mark an even larger

number of people too discouraged to look for work, or who are

working part-time who'd rather work full time. Indirectly or di-

rectly, the unemployment has touched everyone. My best friend

since grade school has been looking for ajob for more than a year.

If confirmed, I will work as a member of President-elect Clinton's

National Economic Council to help design macroeconomic pobcies

which put Americans back to work.

But behind the business cycle—and beyond the capacities of fis-

cal and monetary policy—Hes another, deeper longer-term problem,

having to do with the quality of American jobs. For even as Ameri-

cans go back to work, many are finding that their wages, benefits,

and working conditions are worse than before. This is particularly

true for the majority of Americans—front-line workers without uni-

versity degrees. And if confirmed as Secretary of Labor, I am deter-

mined to help reverse this trend.

The American economy is putting an ever greater premium on

education and skills. In industry after industry, the ^Tmowledge

content of goods and services is rising. The gap in wages between

university graduates and those without degrees is widening. I grad-

uated from a first-rate college, was fortrmate enough, along with
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the President-elect, to win a scholarship to a world-class university,

and then to attend one of the Nation's leading law schools. I was
lucky. But unskilled, untrained Americans are losing out. If not

competing with low wage workers abroad, they increasingly are

competing with new teclmologies at home which are replacing rou-

tine work of all kinds.

Mr. Chairman and members of the committee, if you confirm me
I will ensure that the Department of Labor is the Department of

the American Workforce—dedicated to nurturing our most impor-

tant national asset. The overarching goal is not only more jobs for

our citizens, but higher-wage jobs, and business organizations

which foster such jobs by continuously upgrading their workforces

and providing safe and rewarding work for all their employees.

The specific goals which I will set for the Department reflect

these broad objectives.

The first is to provide a path to good jobs for the 75 percent of

our young people who do not complete 4 years of college, and whose
real wages are lower than they would have been had these young
people entered the work force years ago, and career prospects

bleaker.
The second goal is to help workers who have permanently lost

leir iobs get new ones wWch pay at least as well. This challetheir jobs get new ones which pay at least as well. This challenge,

too, is growing, as the American economy changes fundamentally
throurfi the development of labor-saving technologies, the perma-
nent downsizing of certain industries and large corporations, the

contraction of national-defense industries, and the ever-greater

scope of global trade and investment. Unlike previous recessions, a

significant portion of the jobs lost in this one will not return when
the economy rebounds.

Publicly supported job training alone will not create good jobs.

Thus, the third goal is to foster business organizations which cre-

ate ladders toward high-wage jobs even for those without univer-

sity degrees. Otherwise, the wage and benefit gap will continue to

widen.
My fourth goal is to foster the creation of good jobs which are

good not only Decause they pay well, but because they also provide

a good work environment. High-performance work organizations

—

companies in the vanguard of American industry-—-are family

fi^endly to all their employees—^responsive to the growing needs of

single parents and of two-income families by ofiFering parental

leave, child care, elder care. They do not discriminate on tlie basis

of race, gender, or disability. They provide all their employees with

safe and healthy workplaces. And they ensure that all their em-
ployees have adequate incomes when they retire.

America's leaduig businesses need no coaxing: They understand
the importance of their human resources—^including their firont-line

workers—and the market is rewarding them for their long-term

view. But I am concerned that other businesses are taking a short-

er-term view, and the Nation's capital markets do not necessarily

encourage farsightedness. If the American work force as a whole is

to enioy a higher standard of living in the future, and if America
is to be competitive in the world economy, government must stand

ready to encourage the private sector as a whole to treat their work
force as their most precious asset.



62

How to encourage? I am not yet sure of the best combination of

carrots, sticks, and educational outreach. I am aware of the ineffi-

ciencies and burdens upon all parties of a strategy based solely on

regulations, inspections, and penalties. Business must be ready to

coUaborate, to become a true partner. Labor must join in the part-

nership. Human resource professionals and not-for-profit institu-

tions must be involved as well. Sometimes the most efficient path

will be to establish worker-management committees within compa-
nies; sometimes, for government to provide compliance education

and assistance.

If confirmed, I will work closely with other departments of the

Federal Government to promote Higher-skill, hi^er-wage work for

all Americans. I already have met with Secretary-designees Riley,

Brown, Cisneros, and Aspin about these issues, and our collabora-

tion will be ongoing. The Secretary of Labor sits on the President-

elect's National Economic Council, and I can assure you that this

agenda will be a major focus of attention there.

I also look forward to working closely with the Congress—^the

distinguished members of this committee, and your colleagues in

the Senate, as well as with the Members of the House of Rep-
resentatives. You all bring many years of experience and commit-

ment to these issues.

Many States and cities have made enormous progress developing

their workforces, and we have much to learn from their successes

as well as their failures. I also hope to work closely with them.
Mr. Chairman, members of the committee, both of my parents

worked. They owned a small retail business, two small shops which

demanded 6 days a week from each of them. And my father spent

a good part of his Sundays going over the accounts and the inven-

tories. It was not an easy way to earn a living. They were both the

workers and the managers of their small business, and at the din-

ner taiale I witnessed labor and management collaboration at its

best (and on a few occasions, its worst). I'm sensitive to the iinique

concerns as well as the special opportunities of small businesses,

and to their importance in the economy. Dad often complained

about government and paperwork, but when one of his two shops

was washed away in a flood, he got the help he needed from the

government to start up again.

If I am confirmed as Secretary of Labor I will dedicate myself to

the well-being of all Americans who work, who want to work, who
must work. It will be truly the Department of American Workforce,

a center of America's strategy for economic growth.

Thank you.
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Answers of

Roben B. Reich. Secretary of Labor-Designate

to Questions from

Senator Edward M. Kennedy

Q. The General Accounting Office, as well as other government and

non-government agencies, has found that federally- funded job training

programs tend to provide differenuaJ training by race and sex; such disparate

trajiung leads to lower wage jobs after training for women and minonty

males than for white males, ^vhat can the Depanment of Labor do to reduce

the disparities in the training offered and to improve the equity of labor

market outcomes?

A. Reduction of the dispairities to which you refer begins with education.' 1i is

important to instruct state and local governmental and other program

providers about patterns of race and sex stereotyping in training and career

counseling programs. These providers should be given advice on how to

identify and eliminate such stereotyping. The Depanment should both

provide this advice and examine patterns of participation in tiajning programs

that receive federal funds.

Q. President-elect Clinton has discussed the increased use of apprenticeship to

facilitate the entry of non college bound young people into jobs with long run

career potential and he has stated his commitment to equal opportunity m
apprenticeships. Given that women currently constitute only 7 percent or all

participants in current Labor Department approved apprenticeship programs.

how wlU you, as Secretary of Labor, help the President achieve his equity

goals?

A. I wiU ensure that apprenticeship programs developed or certified by the

Depanment of Labor arc open to women. I will also try to encourage >oung

women to enter apprenticeship and other non-traditional programs. Finally. 1

will ask my director of the Women's Bureau to devise additional policies to

open nontiaditional careers to women.

3. Q. TTiere is a strong possibility that sluggish growth and high unemployment

will necessitate a strong federal program of job creation. How can the

Depanment of Labor work to assure that the new jobs created be available on

an equitable basis to unemployed women workers, especially if the emphasis

in job creation is on building traditional types of infrastructure such as

highways and transportation, construction jobs in which women are

extremely underrepresenied?

A. I will ensure that the Office of Federal Contracts Compliance Programs fully

- enforces the equal opponuruty obligations of federal contractors.

Q. The workforce legislation I introduced in the last Congress focused on

creating high performance work places so that the U.S. can compete more

effectively m a global economy. In testimony before this committee, we

have heard from small and medium-sized businesses -- like Harry

Feaiherstone of the Nauonal Associauon of Manufacturers - who have told

us of the progress and challenges facing the manufacturing community in

education, training and changing work organizations. Some of this has been
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spurred on by partnership between the Department of Labor and the business

sector. How can DOL help to enhance this range of pannerships with both

the manufacturing and service sectors?

Upon assuming office after confirmation, I intend to begin meeting with

representatives from both the manufactunng and service sectors to deicrTninc

the most effective way that we can work together to improve educacon.

training, and work organizauon for America's companies. As you know. 1

am particularly committed to enlisung the suppon of those companies that

have already made great strides in these areas in spreading their exemplary

practices to other companies.

Q. In response to self-dealing and conflict of interest concerns, the 1974 ERISA

statute contained broad language prohibiting an investment manager from

using pension plan assets to its own benefit or from rcpresenang an interest

adverse to the interests of the pension plan. The manner in which this broad

language should govern fees paid lo a pension plan's outside investment

advisors is not addressed directly in the ERISA statute or us legislative

history. As a result, vanous segments of the investment management

industry have over time sought the guidance of the Depanment of Labor. In

some cases, policy has been established by default through enforcement

proceedings, and in other areas the staff of the Department has required the

industrv- to rely on verbal interpretations and assurances while formal

requests for clarification or exemptions have gone unanswered.

Given the importance of DOL policy in this area, how could you proceed to

clarify the issue? Would it make sense to initiate a formal fact-Hnding and

rule making process on the question of investment management fee

structures, in order to allow the [)epanment to obtain public comment and

ex pen opinion and to provide investment managers with a clearly enumerated

set of rules?

A. I will ask my Assistant Secretary for Pensions and Welfare Benefits to look

into this matter and to determine how best to provide greater guidance on

permissible fees for outside invesment advisors. 1 cannot say at this ume

whether formal rule-making would be desirable, but I am sure it will be one

of the options that is considered.

Answers of

Roben B. Reich, Secretary of Labor-Designate

to Questions Dated December 23. 1992

from Senator Nancy Landon Kassebaum

On December 17, the National Labor Relations Board issued an opinion m

the Flectromahon case that will have significant ramifications with respect to

the future of labor and management relations in the United States. By

declaring the "action commit'ees' involved in this case to be prohibited,

employer-dominated, labor organizations under the .National Labor Relations

Act. the opimon has called into question the legality of hundreds, if not

thousands, of such employee involvement programs, designed to foster

employee participation and cooperation with management.

Given the importance of employee involvement programs in maintajmiig

compeuuveness here and abroad, will you review the consequences ot this

decision as soon as you are confirmed, and make recommendations to

Congress on the legislauve action needed to allow these programs to

concnue?
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I intend to take a careful look at tJie F.leciromacion decision. I have been

advised that the holding in this case was really rather narrow, based .on a

straightforward instance of a;i employer's domination of a labor organization

Subsequent decisions of the ^fLRB may clarify the standards for

labor-management acnviucs that are consistent with the MLRA. If it appcaxs

that Hectromation and subsequent decisions do have a significant chilling

effect on legitimate labor-management cooperation, then 1 will certainly

consult with Congress on the advisability of a legislative solution.

At a student gathering at Wilbur Wnght Community College, ncsident-elcct

Clinton spoke recently of the necessity to '...cut through Lhis incredible ma^c

of federal (job training) programs. 1 don't know how many of you--thcrc

may be people in this room who are here because of two or three or four or

five different federal programs, which aJ! have the same objective, -so we

need to. ..take a look at how much money we're wasting. A bunch of this

money is being diluted by going through administrative layer after

administraive layer. ...if the ta;cpayers put up a dollar tor an education

program, by the time it gets back down to you. there may be only 50 cents

left, and that's too much take-off. because of the organizational work."

Currently, the federal government offers 125 employment and training

programs, the bulk of which are run out of the Deparrments of Labor and

Education. In fiscal year 1991. well over S16 billion in federal dollars were

spent on these programs. In keeping with President-elect Clinton's

comments, will it be your pnonty to evaluate, streamline, and improve the

efficiency of existing job training programs?

Before inidating any new job u^rung programs, will you conduct a

comprehensive evaluation of those programs under the Depanment of

Labor's jurisdiction to ensure that funds for these programs are not being

wasted, particularly through duplicauon and excessive administrative costs?

Will you cooperate with the Department of Education in this undertaking,

and meet with members of the Labor Committee to share your findings and.

if necessary, to craft a legislauve response?

One of my early priorities will be to evaluate the employment and training

programs of the Department of Labor to determine where there are

opportunities for administrative savings and for consolidation. I am also

committed to cooperating with the Secretary of Education, and with other

members of the Cabinet, to assure the most efficient coordination and

integrabon of our programs. I look forward to the guidance of the Labor &
Human Resources Committee and the House Education & Labor Committee

in developing a comprehensive approach to job training.

I am reluctant to commit to compleung such an evaluation before initiating

any new job training programs. The problems of dislocation and the

school-to-work trajisition are so pressing that I do not want a review of

existing programs to delay doing what should be done.

3. Q. The financial difficulties facing the Pension Benefit Guarantee Corporaoon

and the private pension plans it oversees have been highlighted in recent

weeks by a number of economists and several members of Congress.

SeveraJ colleagues and I introduced legisiaoon in the past rwo Congresses

that would close a gap in existing law. which currently allows pensions plans
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10 receive iess-than-complete audits of their assets. In light of the recently

expressed concern for the soundness of exisung pension plans, will you

suppon this legislaoon and urge its immediate passage?

Effective protection of pension benefits must be a high priority of the

Secretary of Labor. I intend to consider carefully your proposal, along vith

other proposals made by the Inspector General and by other Members of

Congress, in an effcn to ensure the protection of private pension benefits.

Q. Recent court decisions, most notably the Abshire case (908 F.2d 483)), have

made it apparent that existing regulations under the Fair Labor Standards Act

must be changed. Currently, courts are awarding highly-paid executive and

professionaJ personnel, never intended to be covered by the FLSA,

significant overtime back payments if their employers engage in any number

of commonly-accqjted pay practices. This has exposed private employers, as

well as state and locaJ governments, to potentially huge unforeseen liabilities.

Indeed, the governors of New York. Texas, Utah, Iowa, Washington,

Maryland. Nevada, North DaJcoia, Wisconsin, Oklahoma, and Caiifomia

appealed to the Secretary of Labor over 1 8 months ago to resolve the

so-calied secDon 541 problem.

Do these court awards lo individuals who are already highly compensated

make sense in view of recent private sector lay-offs and fiscal beit-tightemng

in the public sector? If legislation is required, will you support rctroacuve

ChangJ for both the public and pnvate sector, covering the array of pay

practices now in question, in order to halt this mounting liability?

A. I am aware of the concerns raised over the Ah«;hire case and other court

decisions awarding overtime back payments to employees who had been

considered executive or professional. I am certainly willing to consider

options for dealing with some of the issues raised by these decisions, and

would be happy to work with the Congress in developing and evaluating

these options.

5. Q. Many argue that a ban on the hiring of permanent replacement workers in the

event of an economic strike will lead to an increase in the number and the

duration of strikes in the workplace. Do you share this view, and on what

basis do yeu rest your opinion?

According to Business Week . John Yarbrough, president of the local UAW
representing Caterpillar workers, stated plainly that. 'Another strike will be a

hell of a lot easier" to sustain if such a ban became law. Given even the

threat of a possible increase in labor strife, would it not be prudent to

postpone consideration of stnker replacement legislation until the economy is

on sounder footing? Would you advocate such a postponement? Will you

undertake an analysis on the potential economic impact of such legislation

prior to recommending it to the President?

A. President-elect Clinton has indicated his suppon for the Workplace Fairness

Act. and 1 intend to suppon this legislation when it is introduced in the

current Congress.

6. Q. According to the Associated Press, you advocate holding off on legislation

that would mandate that business spend 1.5% of payroll on working training,

opting instead to encourage the additional spending on a voluntary basis.
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Many argue compeUed increases in payroU costs will be passed on to

consumers, through higher pnces. or on to workers, either through darnpened

wage growth or slowed employment growth. Do you share this view?

Given the current state of the economy, were these arguments a factor in

your decision not to move forward at present with such a mandate?

A. President-elect Clinton repeatedly stated during the campaign that companies

should dedicate at least 1.5% of their payroll to worker training. This is the

goal, and I intend to do everything necessary to achieve that goal. There

has been no change in position.

7. Q. The Occupational Health and Safety Administration has been the object of

significant criticism in recent years from both employers and employees.

Moreover, there has been considerable debate not only over the effectiveness

of OSHA, but also over how such effectiveness can be measured. For

example, estimated workplace fatalities reached a 20-year low last year,

according lo the Bureau of Labor Statistics. However, some argue the

decrease is due to a statistical understatement rather than the result of efforts

by OSHA.

In view of^is debate, will you undertake to evaluate the effectiveness of

OSHA, in terms of its current allocation of resources and its overall impact

on worker health and safety? Will you also review existing policies,

standards, regulations, and law. and communicate your findings, either

formally or informally, to members of this committee? Would it not make

sense to conduct an evaluation and/or review prior to recommending any

specific legislation to the President?

As with worker training, encouraging voluntary efforts among employers to

improve health and safety may be preferable to strict mandates. In fact,

voluntary compliance efforts is this area may prove more beneficial than

strict regulation, since such voluntary efforts would foster genuine

commitment to health and safety on the pan of employers, an integral

component of safe workplaces. Do you agree with this view? Would

voluntary approaches in the area of safety and health be preferable, at least

initially, rather than adding further legislated requirements such as mandated

written programs or committees?

A. Worker health and safety records must be improved, and I look forward to

working with the Congress to improve the performance of OSHA and to find

efficient and effective ways to deal with worker health and safety problems.

8. Q. Estimates of the cost of implementing the Family and Medical Leave Act

vary from a low of $5.30 per employee per year to a total cost of almost S8

billion annually. Will you verify these cost estimates and render your own

opinion on cost before you make your recommendation on this bill to the

President?

Is it your view that this measure will have no perceptible impact on wages,

employment, or job creation? What is the basis of your conclusion? Given

the fact that there have been higher-than-usual permanent job losses dunng

the current recession, does it make sense from a labor perspective to add

such additional costs to employment.

A. Proposals for Family and Medical Leave legislation have been offered over

several Congresses. The issue seems to me to have been adequately studied.

Resident-elect Clinton supports this legislation, as do L
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9. Q. Labor union membership has steadily declined in recent years. As you note

in your most recent book. The Work o f Nations, union members compose

about 13% ot" the pnvate v,orkforce. As Secretary of Labor, will you pledge

to represent the views of all workers, union and non-union alike?

Recognizing that the overuhelming majonty of workers in the pnvate sector

are non-union, how will you ensure that the voices of these workers are

heard at the Depanmem of Ubor'' To the extent committees, task forces,

and commissions are formed which involve representatives of labor, will you

include representatives of both union and non-union workers, to the greatest

extent practicable?

A. As Secretary of Labor. I will represent the interests of all workers. .

10. Q. Productivity IS the ultimate measure of a nation's competitiveness.

According to a recent study by the McKjnsey Global Institute, the United

States still maintains a commanding lead over Europe and Japan in output per

worker. It found that German and Japanese factory workers produced just

80% as much on average as Amencan workers on an hourly basis. Based on

these conclusions, William Lewis, director of the Institute and former Caner

Administration official, told the New York Times that. "It's not obvious that

the U.S. should be copying a model elsewhere." Do you agree?

While the study showed the U.S. is farthest ahead in ihe service sector

(which compnscs 75% of the workforce), we also maintain a productivity

lead in manufactunng, with Japan ahead in only a handful of heavy

industnes. While this lead has been shnnking, it shrank more slowly dunng

the last decade than in the 55 years following World Waj II. In fact,

according to the study, the lead against Germany has actually widened. Do

you concur with these and other findings of the study, which are also

supported by the work of other economists such as Roberr Solow, William

Baumol, Edward Wolff, Dale Jorgenson. Robert Summers. Alan Hesion and

Michael Porter? What do these findings say about the relauonship bet*cen

investment and productivity, given the lower rate of investment here in the

U.S. relaDve to Japan and Europe?

The study concluded that the Amenca's greatest advantage is the relatively

hands-off atutude in Washington. Do you agree? Do you believe employer

flexibility and lack of excessive regulation benefits productivity? In this

regard. Professor Solow stated, "Deregulation of services, where it could be

accomplished, is likely to pay-off." What steps will you take to adopt this

approach at the Depanment of Labor?

The study recommended that the next administration stimulate greater

competition as a means of ultimately improving living standards. Given the

link between competition and open trade among nauons, as stressed in the

report, should we be pressing for a strong General Agreement on Tariffs and

Trade and North Amencan Free Trade Agreement to encourage open

competition in global markets?

President-elect Clinton noted dunng the campaign the steady decline in

employment in the manufactunng sector m recent years. At the same ume.

output has not declined, and productivity has steadily increase. Does this say

anything about the relationship between increased producuvity and

employment levels? Can increased productivity have an adverse impact on

employment? What can be done to ensure that increased investment in the

existing workforce, which will increase productivity, will also be

accompanied by expanded job growth?
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[ have not had an opportunity to study carefully the recent study of the

McKinsey Global Institute enutied "Service Sector Productivity'. However.

I understand that the study concentrated on current levels of productivity,

rather than trends in comparative productivity. In any case, productivity is

notoriously difficult to measure in most service industries. Perhaps more to

the point for my intentions at the Depanment of Labor, the study appears to

have endorsed active labor market policies, with specific emphasis upon

sophisticated retraining and school -to-work transition policies such as those

found in certain other industrialized nations.

Most importantly, I want to reiterate my commitment to improving the

training of the three-quarters of our workforce that will not complete four

years of college, and to promoting the creation of good jobs that require'this

higher level of training. Aggregate measures of productivity are important,

to be sure, as a barometer of our overall economic performance. But we"

"

cannot overlook the declining real incomes of so many of our workers.

whose deteriorating prospects can be masked by the large gains of a

relatively small group at the upper end of the scale. My tenure at the

Department of Labor will be dedicated to improving the chances of the

majonty of Amencans to obtain higher-skjUed. higher-paying jobs.

Answers of

Robcn B. Reich. Secretary of Labor-Designate

to Questions Dated January 7. 1993.

from Senator Nancy Landcn Kassebaum

1. Q. As an economist, do you regard the data produced by BLS to be objective

and reliable?

What care do you plan to exercise to maintain the professionalism,

independence and objectivity of BLS as a data collection agency?

A. I regard data produced by BLS to be reliable. I intend to impress upon BLS

my desire that the data senes produced there be regarded as objective and

reliable.

2. Q. You argue against traditional "industnal policy' of financially supporting

American corporations because those corporations increasingly operate

internationally. Accordingly, you state: "Nations can no longer subsuntiaJly

enhance the wealth of their citizens by subsidizing, protecting, or otherwise

increasing the profitability of their corporations."

One of your themes is that if we are to improve our standard of living, we

need to focus on domestic job training and infrastructure development rather

than simply protecting Amencan corporations from competition. You state.

"America's core economic problem is not competition from Mexico or other

developing nations.' ('Brainpower. Bridges, and the Nomadic Corporation."

NPQ . Fall 1991, p. 67.)

Do you still oppose protecting Amencan corporations from foreign

compwtidon. and if so. do you favor the free trade agreement with Mexico''

What specific additional steps arc needed before the Clinton aonmustration

moves forward on the negotiated North American Free Trade Agreement''
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President-elect Clinton suppons the Nonh Amcncan Free Trade Agreement,

but only if the United States is able to obtajn saiisfactor) side agreements

concerning, among other things, the protection of labor standards. The
President-elect is aJso committed to meaaingful assistance to workers who
may be displaced because of the Free Trade Agreement.

Q. What steps do you plan to take to open up apprenticeship programs and
blue-collar construction and aerospace jobs to women?

A. Without excluding other possible steps. I can identify here three measures to

open opportunities for women in nontraditionaJ careers. First. I will ensure

that the Office of FederaJ Contract Compliance fully enforces the equal

opponunity obligations of federal contractors. Second. I will ensure that

apprenticeship programs developed or cenitled by the Depanment of Labor
are open to women. Third. I will explore ways in which employment and
training programs might more effectively assist women's entry into

non-traditional jobs. In addition. I will charge my director of the Women s

Bureau with devising other policies to attain these ends.

4. Q. Throughout the campaign. President-elect Clinton indicated an interest m
using pension fund assets to tl nance mfrastnicture investment.

President-elect Clinton also made reference to the problem of underfunded
pensions. The New York Times noted that there is a strong incentive,

parucularly in the auto, steel, and airline industnes. for both labor unions

and management to promise increased pension benerlts in lieu of salary

increases. These increased benefits by underfunded plans may be nothing

more than empty promises. If these increased benefits do not matenalize.

there will be o-emendous political pressure on the federal government to

make up the shonfall - even beyond what is guaranteed by the PBGC.

Could you elaborate on any possible plans by the administration to use

pension funds assets to finance the infrastructure investment program, and
could you detail how the administration intends to address the issue of

increased benerlts being promised by underfunded pension plans?

A. President-elect Clinton has not, to this date, advanced any specific proposals

to use pension fund assets to help finance infrastructure investment.

Prior to taking a position on the issue of increased benefits promised by

underfunded pension plans, or on any other issue dealing with the potential

liability of the PBGC, I think it is essential to have complete and accurate

informauon on the financial status of the PBGC, the accounting assumptions

made in the projection of future PBGC deficits, the assumptions made by
pension plans in calculating their degree of over- or underfunding, etc. My
understanding from GAO reports and other sources is that there is

considerable difference of opinion on just what the facts are. I intend to get

the facts and then to formulate appropriate policy responses.

5. Q. You have mentioned in your wntings that you believe that labor and
management should work together rather than maintain an antagonistic

relationship. For instance, in 'Metamorphosis of the American Worker.'
Business Month . November 1990. you state:

In Japan, lifetime employment is common wuhin large firms, and
great emphasis is placed on maintaining "harmony' between
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ly

have been
management and labor. In general, the reciprcx:aJ bonds of loyaJ

and responsibilicy linJang the corporation and its workers have b<

much stronger in post-wai Japan and Europe than in the United

States. (Riisiness Month , at p. 64)

Do you continue to believe that labor-management cooperation is a worthy

objecti^'e, and if so, what steps will you take as Labor Secretary to pronnotc

such cooperation?

I believe that labor-management cooperation is crucial to improving the

competitiveness of U.S. industry and the well-being of American worken.

As I mentioned at my nomination hearing. I am not yet sure whether etfons

to promote such cooperation should be centered in one pan of the Labor

Department or diffused through each progr^ini of the Department. Whatever

the locus of these efforts. 1 am committed to attempting to extend the -
•

practices of our best companies lo a much broader segment of U.S.

employers.

6. Q. You state in your writings that employers often do not provide sufficient

training to their workers because management is concerned that workers will

leave the company and the training benefit will accrue to the employee' s new

employer. You suggest seversJ methods to improve employer-employee

loyalty, among them:

changing the tax laws so that pension benetus become vested

even later than now. which would give workers an incentive to stay

put; changing the laws covenng executives' bonuses so that execuuves

would also tend to stay; and creating tax advantages for employers

who offer on-the-job training. ("American Society in a Global

Economy, SiaUfili- November 1990. p. 66)

Do you intend to propose any of these options as Secretary of Labor?

A. In the article which you quote ! was simply providing some illustrations of

possible methods for increasing employer investment in employees. There

are other ways to provide incentives for employers to offer more training to

their employees without fear they will lose the benefits. For example,

conson.a of employers in the same industry or geographic area could share

the costs of trairung and thereby worry less about losing the benefits ot

training they provide. I will consider all these ideas in attempting to enhance

the competitiveness of the Amencan workforce. 1 cannot, at this time,

commit that I will or will not propose any one method.

7. Q. You reiterate in your scholarly work that America needs to invest in

infrastructure. How do you define infrastructure? It seems that it could

include adeqiiate health care, transportation systems, income security, youth

- entitlements, and commercial office space. Other than a change in name.

how does this differ from spending initiatives the federal government has

made in the past?

A. I have argued that the United States should ioiifia^fi iis investment in

infrastructure. Defined to include pnmary transportation and communications

systems, federal infrastructure investment has declined from over I percent

of G.N. P. to about .75 percent.
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8. Q. You state in your arucle, "Up the Workers.' (The New Republic . May 13.

1991, p. 24) ihat you continue to favor an industriaJ policy, but you favOr

one in which the U.S. government supports any corporation, foreign or

domestic, as long as it uses the government suppon to 'do research,

development and related engmoenng here in the United States, utilizing

.^mencan workers.'

Do you still favor using .^mencan tajc dollars to subsidize foreign

corporations that operate in the United States?

A. I have argued that the pnmary cntenon should be whether a company creates

jobs in the Uruted States rather than whether it is headquartered in the United

Slates, ideally - to the extent that Amencan tax dollars subsidize private

corporations - the corporauons should both create American jobs and be

owned by Americans.

Q. The question of how best to serve the 50 to 75 percent of Amencan youth

who do not attend or complete college has become a national concern. Other

major industrial nadons with which we compete have structured systems to

help youth make the transiuon from school to the woricplace. President-elect

Clinton and others have advocated creating a national youth apprenticeship

system in this country, which would provide a direct pathway for students

from secondary school to a permanent job.

Since the 1970s, the Dcpanmcnt of Labor has conducted a number of youth

apprenticeship demonstrations to explore ways of redesigning school curricula

so that students learn job-related subjects in a workplace context. While

these programs are meeting with success, the number of youth participating

in apprenticeship programs m 1990 totaled only 3,500 students, less than -i

percent of high school students nationwide. What pnority will you give to

continuing ancL/or expanding the youth apprenticeship demonstrations

currently underway at the Depanment of Labor?

Many communities have developed local programs linking schools and

businesses in cooperative effons to help students bridge the gap between

school and work. Here in Washington, we have seen a proliferation of

legislative proposals to address the school -to- work challenge. Before

proceeding with federal legislation, will you examine what is being done

locally to ensure the successful development of a nationally based system for

youth apprenticeship? What will you do to encourage cooperation between

businesses and schools at the local level? Do you believe that these local

organizations and individuals are in a better position to develop programs

uniquely suited to address problems m their own communities?

A. Improving the school-to-work transition for non<ollege-bound youths will be

one of my highest prioniies in the Depanment of Labor. I intend to review

carefully the results of the youth apprenticeship demonstratioru that have

been initiated by the Depanment to determine if one or more holds lessons

for successful programs in a wider range of areas. I also intend to learn

from programs that have been developed through local public-private

cooperation among school systems, business organizations, community
colleges and others. My first thought is that we should aspire to a national

program that both provides a certain commonality across cities and regions

and IS adaptable to local conditions.
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10. Q. President-elect Clinton has on more than one occasion said that he would sign

a federal repeal of state nght-to-work laws. Does this mean the

president-elect actively supports repeal of section 14(b) of the National Labor

Relations Act? Do you support this repeal'' If the new administration s

position is limited merely to the signing of legislauon repealing state

right-to-woric laws, does that mean the Department of Ubor will noi actively

seek its passage, or otherwise promote eliminating state nght-to-work laws'

A. President-elect Clinton has stated that he would sign such legislation. If such

legislation were presented to him. I would recommend that he sign it.

Answers of

Robert B. Reich, Secretary of Labor- Designate

to Quesuons from

Senator Paul Simon

Q. Obviously, this situation [referring to possible bar on use of unemployment

insurance wage records for program evajuatjon] raises some questions.

Given that Congress has expressed a clear policy to have BLS develop this

data resource. I would like to know what you will be doing to suppon this

policy direction.

A. I understand that Congress has required a study on the use of UI wage

records, to be completed by the Department of Labor before September 7.

1993. I can assure you that your views, and those of others concerned a&out

the proposed regulations, will be fully considered m the preparation of this

study and the formulation of Department policy.

Q. Can we. for example, have your assurance that the proposed regulations arc

as dead as they appear to be?

A. I have been advised that the regulauons in question would not. in the normal

course, be published in final form until November 1993. By then, the

Dqjartment study on these issues will have been completed. Any such

regulatory changes would thus reflect fully the concerns expressed by all

parbes, to be included in the study. In any case. I would t>e happy to talk

with you at any time concerning this issue.

3. Q. What about funding? Congress provided that Secretary's JTPA discretionary

funds would be used for BLS's work on UI wage records this year. Will voo

continue to fund BLS's activiues in this regard out of discretionary furx3$

next year? Or will you be requesting a line item appropriauon within the

BLS budget?

A. Until I learn more about the resources that will be available in the

discretionary fund, I cannot say what source would be most appropnate tor

funding BLS's work on UI wage records.

The Coalition on Women's Job Training has developed a comprehensive

agenda to help address the job training needs of women in America which

was recently foruarded to you.
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What acuons will you take as Secretary of Labor to assure that the unique

employment and trajmng needs of women will be addressed in all

Depanment of Labor programs and policies?

I intend that the Depanment of Labor's programs and policies be

administered with attention to creating opponunities for women in all pans or

the woricforce. Traditional ecuaJ opportunity policies must be complemented

with policies that recognize the family obligations of many woriang women

While 1 expect this commitment to be shared throughout the Departmeni. I

also anucipate an active role for the Women's Bureau in suggesting policies

to meet the employment and traimng needs of Amencar women. -

Q. FederaJ policy has regarded child labor as a labor law issue. Some cniics

now contend that it is as much an education and health issue. Should FederaJ

policy be modified to reflect a broader concern?

A. Personally, I have always regarded the child labor laws as important social.

as well as labor, policy. Enforcement of the child labor laws helps protect

Che health and safety of children, as well as to ensure that work does not

crowd out the educauon children need to be successful throughout their lives.

Q. The U.S. lags significantly behind Japan and Europe in worker safety. What

can we Icam from those nauons that can be applied here?

A. In a general sense. I think we have already learned that improving worker

safety depends in part on involving workers. As to more specific features or

European or Japanese practice that would be feasible to apply here. I cannot

give you an answer at this time. 1 can assure you that I will take such

infomiauon into account in developing worker health and safety policies.

The family members of dead workers do not have the nght -- standing -- to

participate in OSHA adjudications. Should they be given that nght?

As with the other features of the OSHA reform bill inuoduccd in the last

Congress, my Assistant Secretary for Occupational Safety and Health and J^

will carefully consider the proposal to give family members the right to

participate in occupational safety and health adjudications.

In passing the recent amendment to the Job Training Partnership Act. we

emphasized the importance of creating a strong Indian office in the Labor

Depanment. What steps is the Depanment going to make to see that the

Indian office has overview responsibility over the Indian JTPA program?

Upon assuming office, I will ensure that Congressional intent with respect to

the Indian office in the Depanment of Labor is fully implemented.
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Answers of

Roben B. Reich. Secretary of Labor-designate

to Quesuons from

Senator Tom Harlun

My Labor HHS Appropnations Subcommittee has found serious weaknesses

in enforcement of the minimum wage and overtime provisions of the Fajr

Labor Standards Act. In fact, in hearings before my subcommittee fast year,

the Inspector General of the Labor Department recommended severaJ ways

the Wage and House Division of the Employment Standards Administration

could improve the effectiveness of its program by increasing its ability to

detect and deter violators of FLSA.

What attempts will your Labor Depanment make to better protect the *ages

of American workers.

Will you consider legislative remedies to strengthen enforcement effons. such

as requinng civil monetary penalties for violations of FLSA's record- keeping

provisions?

I'll be introducing legislation on this soon, and would like to work with you

and your staff in putting it into effect.

I can assure you that, dunng my tenure, the Depanment of Labor will

vigorously enforce the wage and hour provisions of FLSA. as well as all

laws designed to protect the nghts of employees. In reviewing the tools

available to the Depanment for enforcement. I will cenainJy consider each ot

the suggestions you make, and look forward to working with you and other

Members of Congress in ensunng effective enforcement of the law.

2. Q. Key to your and the Clinton administration's economic proposals is creating a

well-trained workforce through improved worker training programs.

How do you intend to expand worker training programs in face of budget

constraints faced by the next administration''

I suggest we work together to find ways to prevent duplication of services

and adminisLrative costs and ensure that there's adequate funding to

implement whatever new programs you decide to create, auxl this committee

decides to authorize.

One option is to promote better coordination with the Departments of Labor.

Health and Human Services and Education. All three departments conduct

their own worker training programs. We could consider instituting a

"one-stop shopping" approach to the delivery of such sen/ices as testing, job

training, continuing education, job search - all through local Employment

Services offices.

What are your views on this?

A. Even It we did not face budgcLiry constraints, it would be our responsibility

to maximize the effectiveness of every dollar appropriated for job training.

Under current conditions, this responsibility becomes an imperative. 1

welcome your offer to work together on finding ways to prevent duplication

of services and unnecessary costs and look forward to any further suggesuons

you might have.
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I agree that better coordinauon with Health & Human Services and Education

is one promising route to reducing admimstrauve costs. I might add the

Defen5» Department to this hst. because of its defense conversion activities.

I have already begun to discuss these issues with the other Secretaries- •

designate, and anacipaie conunumg cooperation.

3. It's my understanding that the Clinton administration is truly serious about

implementing its campaign promise of reducing administrative costs by 3

percent. I might add that my Labor Appropnations Subcommittee hai

already instituted significant cuts in salaries and expenses in your department.

Have you considered the implicauons of these proposed administrauve cuts

on the Labor Department where nearly 75% of your workforce are

responsible for enforcement? How do you intend to implement these

proposed cuts while maintaining the personnel necessary to carry out such

enforcement programs as the Occupation Safety and Health Admimstrauon

(OSHA) and the Mine Safety and Health Administration (MSHA)?

A. Discerning the opportunities for costs savings without a reduction in

enforcement effectiveness is difficult from outside the Depanment. In

general terms. I believe that establishing clear enforcement pnorities and

seeking creative ways to enhance enforcement can produce cost savings.

In the last Congress, seven bills were introduced to implement apprenticeship

programs. There also has been considerable discussion as to whether these

programs should be implemented by the Depanment of Labor or Department

of Education.

Will the Clinton administration propose an apprenticeship program, and i so

which depanment will run it?

I expect that the Clinton admimstration will propose one or more

appreniiceship programs. The details of these proposals have not yet been

worked out. but I would anticipate that regardless of which agency is

designated the "lead," both the Depanments of Education and Labor will

have important roles to play in Implementing the program or programs.

5. Q. In your writings and public appearances, you have stressed the importance of

creating and maintaining quality jobs in the United States. As pan of this

concern, you often have noted that high technology indusmes are panicularly

criacai to ensure an educated Amencan workforce that can help our

industries effectively compete in the global economy. As Secretary of Labor,

do you think it would be effecnve to organize some form of inter-agency

coordinauon to explicitly consider the impact which major govemmentaJ

decisions concerning new technologies will have on Amencan jobs?

For example, the Federal Communications Commission currently is in the

process of selecting a standard for the broadcast transmission of high

definiDon television (HDTV). The FCC plans to select a standard based

pnmanJy on the recommendation of an advisory commmee. which m turn
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Answers of

Roben B. Reich. Secretary of Labor-Designate

to Questions from

Senator Barbara Mikulsld

1. Q. What do you thitik is the Department of Labor's Role in the defensive

conversion effort?

A. The Department of Labor must play an active role in assunng that workers

vulnerable to job loss because of defense spending reductions receive the

training they need to find new career oppommities. 1 have already had

discussions with Secretary of Defense-designate Aspin conccrmng defense

conversion efforts, and I anticipate a cooperative relationship between the

Dcpanments in working on these issues.

Our nation's schools, especially the community colleges, have taken on the

responsibility of netiaining our workforce for alternative careers. Many of

these students are older students who want to improve their job skills, or they

are people going to college for the first time. Our two year colleges have

done a wonderful job at helping them.

What ideas do you have, if any. to coordinate efforts between the

Department of Education and the Department of Labor to assist with

education and job skills or job training prt>grams in the nation's schools?

It is very clear to me that the task of imparting needed skills to students

coining out of school, or who have reentered school, depends upon

cooperation between the Dcpanmcnt of Education and the Department of

Labor. As you note, many community colleges already do a fine job

preparing students for skilled careers. It is also essential that high school

curricula be developed that prepare our students for the better jobs available

in today's economy. But the schools cannot succeed on their own. It is

equally important that the needs of employers be factored into any program

to prepare students for work. Thus, both Labor and Education have criucal

roles to play. I have already had conversations with Secretary-designate

has developed and plans to rely on certain criteria in making its

recommendation. These cnteria fail to include consideration on job creation

and maintenance in the United States.

Would you advocate a coordinated inter-agency effon to ensure that

importarit decisions, such as the selection of an HDTV broadcast standard.

include consideration of the impact on Amencan jobs?

The National Economic Council established by President-elect Clinton will

give the Administration a mechanism for inter-agency coordination of

important economic policy decisions. As a member of the Council. 1 will be

- able to contribute the perspecuve of the Depanment of Labor on the

implications of government decisions for U.S. employment.

As you may know, I have long had a strong interest in reducing the

devastating toll smoking takes on our society -- it is the leading cause ot

preventable illness and death. This year over 430.000 Amencans will die

and the nation will lose over S72 billion in health costs and lost productivity

due to smoking related illnesses.
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Recently, the EPA released a long awaited study confirming the dangers ind

costs of second-hand smoke to non-smokers. What are your thoughts" aboui

the need to protect workers from second-hand smoke in the workplace, or on

smobng poLcy in general''

My understanding is that OSHA has already acknowledged that second hand

smoke in the workplace may be a carcinogen. Further, I understand that

OSHA has been prcpanng recommendations for action, which I will propily

review upon assuming office. I will also review the pending litigation

involving OSHA and smoke m the workplace.

Riley about the need for cooperation between the two departments, and 1

confident we will achieve that cooperation.

am

3. Q. What plans do you have for the Department of Labor to actively address the

needs of older workers? And how do older workers fit in your picture for

job training^ for the 21st century?

A. My goal is an integrated employment and tr^ning system that can serve the

particular needs of ail groups of workers. In the case of today's older

workers, those particular needs anse from the likelihood that they have held

jobs in a single firm or industry for a relatively long dme, and thus may have

special difficulties in adjusting to displacement. In the case of older workers

of the future, our goal should be to inculcate continuing training as a basic

feature of the American workplace. If we are successful in this effort,

tomorrow's older workers will be more accustomed to retraining and job

change, and should be well served by an effective integrated employment and

training system.

Q. Although we know that college educated women have made some progress in

attaining white-collar jobs, women and minorities are still excluded from

certain execuuve level positions. The problem of the glass ceiling has

existed for quite some time. How do you plan to help shatter the glass

ceiling?

A. First of ail, I think we must recogmze that glass ceilings exist at many levels

of the job market, not simply at the very highest executive and managenal
levels. Many jobs have been histoncaliy filled exclusively, or almost

exclusively by men, rest above similar ceilings. Some of these ceilings may
be cracked through vigorous enforcement of equal opportunity rcquiremenu

for federal contractors and through special attention in ail government

sponsored training and apprcndceship programs. As to the high-level jobs to

which the term "glass ceiling' is most frequently applied, I believe the

Federal Government should set an example by its own conduct in placing

women and mioonties in such posiDons. In naming his Cabinet, President-

- elect Clinton has demonstrated his commitment to this erxl. Beyond setting a

good example, members of the new Administration must speak out against

glass ceilings, and encourage more employers to follow the examples of those

corporarions which have shattered them aiready. I intend to do so.

Q. The focus has mostly been on preparing our workforce for the 21st century,

but what changes do you think arc needed m the workplace to accommodate
our new workforce?
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First, employers must provide the higher skilled, higher paying jobs for

which we plan to train our workers. Second, employers must make. the

workplace a center for continuing education, majntajaing and augmeniing the

skill of our workers to keep them the most productive in the world. Third,

the workplaces and opportunity for advancement m those workplaces -must be

open to all. particularly women and members of minority groups who have

historicaJiy been subject to discrimination. Finally, the workplace must

accommodate the needs of families in which both parents work, or in which

there is orrfy one parent, or for which special burdens exist. The Family and

Medical Leave Act is an important step in this direction.

Many of our best and most profitable companies have already changed their

workplaces to meet these goals. As I stated at my nomination heanng, 1

intend to use a combination of carrots, sticks, and persuasion to extend these

practices to other employers. . . - .

6. Q. Women and minorities receive significantly fewer pension benefits than do

men in our workforce. This is explained, in part, because pension plans are

not always provided by the employers in low paying jobs which women and

minorities often occupy. But also, women often leave the workplace to care

for family members, children, spouses and aging parents and therefore are

not able to vest in the plan. These problems really strike to the hean of

pension reform and the need for changes to bring about equity in the pension

system.

What thoughts do you have about how to achieve pension equality for women
and minorities?

A. First, the FederaJ Government must enforce the Employee Renrement Income

Security Act and the pension provisions of the Internal Revenue Code to be

sure that plans do not violate exisong laws intended to extend the benefits of

tax-advantaged plans to all employees. Second, though, we need to explore

with the Congress creative ways of increasing pension coverage, particularly

for the groups you mention, but even for those in jobs that traditionally

provided adequate pensions. I am concerned that we are seeing a shift

towards plans that lely solely on employee contributions, and thus make
retirement planning particularly difficult for those of modest means.

There are a special group of workers in our workforce that I call the 'mature

and older workers' aged 40 years and older. What ideas do you have to

retrain these workers for the 2 1st century?

In some respects, these workers should be among the most attractive

candidates for new employers, since they have usually established proven

work records and reliability. However, as mentioned earlier, mature workers

are somewhat more likely to have difficulty adjusting to job displacement

precisely because they have been in one firm or industry for most of their

working lives. Additionally, some of these workers, intelligent and capable

as they may be. have not been given the training to keep pace with the

requirements of 21st century workforces. In extending our employment and
training efforts, we must pay special heed to their needs, *hile recognizing

what a valuable resource they can be.
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Senator DODD. This committee will stand in recess.

[Whereupon, at 1:32 p.m., the committee was adjourned.]




